CC COC 


AUGUST 23, 1977 


VOLUME 12, NO. 17 








RELEASES IN THIS ISSUE 





Securities Act 

Securities Exchange Act 

Public Utilities Holding 
Company 

Trust Indenture Act 

Investment Company Act 

Securities Investor 
Protection Act 

Litigation 

Staff Accounting Bulletin 


This issue covers releases issued from 8/5/77- 
8/11/77. 


This listing does not affect the legal status of any 
document published in this issue. 


NOTE: Investment Company Act release number 
9738/April 27, 1977 and Investment Com- 
pany Act release number 9778/May 25, 1977 
were inadvertently omitted from Vol. 12 No. 
2 and Vo}. 12 No. 6, respectively. 














SIGNIFICANT ITEMS 
ANNOUNCEMENT 








SEC DOCKET INDEX 








Volume FOUND IN DOCKET 


DOCKET 
Vol. V, No. 15 
Vol. V, No. 16 
Vol. VI, No. 3 
Vol. VI, No. 15 
Vol. VI, No. 20 
Vol. Vil, No. 8 
Vol. Vill, No. 15 
Vol. IX, No. 11 
Vol. X, No. 11 
Vol. XI, No. 9 
Vol. XII, No. 12 


12/3/74 
12/10/74 
1/8/75 
4/22/75 
5/28/75 
7/22/75 
1/28/76 
5/18/76 
10/5/76 
2/8/77 
7/19/77 








33-5848 Request for comments on experience 
with implementation problems which 
should be considered by the staff in 
providing additional implementation 
guidance with a goal of achieving 
more meaningful and consistent dis- 
closures concerning replacement cost 
data. 


Extension of comment period for pro- 
posted revision of forms, reports and 
regulations. [File no. S7-697-Com- 
ment period ends September 19, 1977] 


Extension of comment period for dev- 
elopment of disclosure guidelines by 
electric and gas utility companies 
[File No. S7-696—Comment period 
ends September 15, 1977] 


Postponement of effective date until 
April 30, 1978 on applicability of the 
new beneficial ownership disclosure 
requirements scheduled to become ef- 
fective on August 31, 1977. 
34-13831 Notification of entities subject to the 
Lost and Stolen Securities Program of 
modified requirements for making re- 
ports to and inquiries by transfer 
agents with respect to missing, lost, 
stolen or counterfeit securities. 
34-13832 Implementation of program for report- 
ing and inquiry with respect to miss- 
ing, lost, counterfeit or stolen securi- 
ties, and dissemination of registration 
form 
34-13849 Extension of comment period on pro- 
posed amendment to the confirmation 
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rule. [File No. S7-654—Comment 

period ends September 9, 1977] 
SAB-15 Publication of Staff Accounting Bulle- 
tin No. 15. 


RULES 


The following rules relate to self-regulatory organi- 
zation rule proposals and/or adoptions 


34-13836 
34-13846 
34-13855 


34-13837 
34-13847 
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34-13848 
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SECURITIES ACT OF 1933 
Release No. 5848/ August 5, 1977 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 13835/ August 5, 1977 


PUBLIC UTILITY HOLDING CO. ACT OF 1935 
Release No. 20130/ August 5, 1977 


DISCLOSURE OR CERTAIN REPLACEMENT COST 
DATA 


Solicitation of Comments 


AGENCY: Securities and Exchange Commission. 


ACTION: 
persons. 


Request for comments from_ interested 


SUMMARY: In 1976 the Commission adopted an 
accounting rule (Riue 3-17 of Regulation S-X) to require 
certain registrants to disclose replacement cost data. 
The Commission notes that significant effort has been 
expended by registrants, public accounting firms and 
industry groups to provide meaningful disclosures of 
such data. Comments are requested on experience with 
implementation problems which should be considered 
by the staff in providing additional implementation 
guidance with a goal of achieving more meaningful and 
consistent disclosures. 


DATE: Comments should be submitted on or before 
October 14,1977. 


ADDRESS: Comments should refer to File S7-713 and 
should be submitted in triplicate to George A. 
Fitzsimmons, Secretary, Securities and Exchange 
Commission 500 North Capitol St., Washington D.C. 
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20549. All 
inspection. 


comments will be available for public 


FOR FURTHER INFORMATION CONTACT: GaryA. 
Zell or Richard C. Adkerson, Office of the Chief 
Accountant, Securities and Exchange Commission, 500 
North Capitol Street, Washington, D.C. 20549 
(202-376-8019). 


SUPPLEMENTAL INFORMATION: 
BACKGROUND 


In Securities Act Release No. 5608 issued August 21, 
1975 [40 FR 40550], the Commission proposed for 
comment amendments to Regulation S-X [17 CFR Part 
210]requiring footnote disclosure of certain replace- 
ment cost data. On March 23, 1976, in Accounting 
Series Release (ASR) No. 190 [41 FR 13599] the 
Commission adopted the proposals in somewhat 
revised form as §210.3-17 of Regulation S-X. 


In requiring the disclosure the Commission indicated it 
was aware that the required data could not be 
calculated with precision. However, the Commission 
felt such disclosures were important and useful and not 
otherwise obtainable and that the imprecision of the 
data, if properly explained, would not obviate the 
usefulnes of the disclosure. The Commission indicated 
that it could not anticipate every possible circumstance 
in applying the rule and viewed the various approaches 
in implementing the rule as experimental. 


Initial implementation guidelines to assist registrants 
in estimating and disclosing the required replacement 
cost data were published in Staff Accounting Bulletin 
(SAB) No. 7 [41 FR 13600]' which was published 
concurrently with ASR No. 190. The Commission 
established an Advisory Committee on Replacement 
Cost Implementation, which met on four occasions 
during 1976 to consider implementation issues 
submitted by registrants and others. Based primarily 
on advice received from the Advisory Committee, the 
staff issued additional implementation guidelines and 
interpretations relating to the replacment cost 
disclosure rule in SAB No. 9 [41 FR 26083], 10 [41fr 
39006], 12 [41 FR 50815], and 13 ]42 FR 2058}. 


The Commission has encouraged industry groups and 
associations to consider specialized problems in the 





'The statements in Staff Accounting Bulletins are not 
rules or interpretations of the Commission nor are they 
published as bearing the Commission’s official approval; 
they respect interpretations and practices followed by 
the Division of Corporation Finance and the Office of 


the Chief Accountant in administering the disclosure 
requirements of the federal securities laws. 





application of replacement cost concepts to their areas 
of interest. In certain circumstances, approaches 
developed by industry groups have appeared to be the 
most effective cost data. The Commission encourages 
those industry groups who were involved in these 
efforts last year to continue their work and other 
industry groups to initiate similar effort. As indicated in 
ASR No. 190, The Commission’s staff is willing to lend 
such assistance as it can to such efforts. 


The Commission notes that significant efforts were 
expended by many registrants, public accounting 
firms, and industry groups in developing approaches to 
provide meaningful disclosure of replacement cost 
data. The Commission encourages those involved in 
such efforts to inform the Commission of their 
experiences by furnishing comments in response to this 
release. 


The primary purpose of this release is to solicit 
comments on implementation problems encountered 
during the initial development of the replacement cost 
data. As a result of the comments submitted and the 
review of the initial filings containing the replacement 
cost data, the Commission’s staff may issue additional 
implementation guidelines in future Staff Accounting 
Bulletins. 


The Commission does not expect to make any changes 
in 1977 to the replacement cost rule, except for 


application in the extractive industries. A separate 
release will be issued in the near future pertaining to 
extractive industries. Several trade associations in the 
extractive industries have been considering the 
application of the replacement cost concept to mineral 
resource assets. The Commission did not receive the 
material to be supplied by the trade association in 
sufficient time to include issues relating to mineral 
resource assets in this release. When the Commission 
completes its review of the data to be supplied be the 
trade associations, its views together with those of the 
trade associations will be published for public 
comment. 


Although additional interpretations relating to the 
replacement cost rule may be published by the 
Commission’s staff, the Commission plans to maintain 
its position of flexibility in order to encourage 
meaningful experimentation with the various ap- 
proaches to providing replacement cost information. If 
additional interpretative guidelines on replacement 
cost published in 1977 by the Commission’s staff, they 
will reflect the Commission’s policy of permitting 
flexibility. Accordingly, registrants should plan to 
continue to seek methods to effectively communicate 
meaningful replacement cost data based’ on their 
knowledge of the experiences of others in developing 
the data during the past year. 


Registrants are encouraged to emphasize specific 


implementation matters when responding to this 
release. The Commission plans to engage in a general 
evaluation of experiences with the replacement cost 
rule during 1978 and an opportunity will be provided at 
that time for comments to be submitted on the 
advisability of the Commission’s making substantative 
revisions to the replacement cost rule. The Commission 
plans to make no such revisions at the present time 
because it does not believe that there has been 
sufficient time to adequately evaluate tha usefulness of 
the data disclosed. 


The Commission encourages comments on all 
implementation matters considered significant by those 
involved in developing or using the data. A number of 
areas of specific concern to the Commission are listed 
below and those with experiences with these matters 
are particularly requested to provide comments on 
them. 


1. Many have expressed concern about the effect of 
the assumed replacement of productive capacity on 
other operating costs. Many registrants commented 
generally on the likelihood of cost savings and a 
relatively small number of registrants estimated 
amounts for potential cost savings. 


2. Section 210.3-17(d) requires that depreciation, 
depletion, and amortization based on average current 
replacement cost of productive capacity be estimated 
by using generally tha same economic lives and salvage 
values used for historical cost purposes. Many have 
expressed the view that using the historical cost 
assumptions may not be appropriate, particularly when 
fully depreciated assests exist. While the Commission 
does not plan to amend Section 210.3-17(d) in 1977, itis 
interested in obtaining comments on when the 
historical cost assumptions for computing depreciation, 
depletion and amortization should be changed (as 
permitted by the rule) for determining the replacement 
cost data. 


3. Sections 210.3-17(e) requires the methods 
used in determining the amounts of replacement cost 
data disclosed. Estimating the data requires use of 
significant assumptions as to how replacement would 
take place (such as maintaining existing facilities or 
constructing complete new facilities, using particular 
types of equipment or processes, and other similar 
types of major alternative assumptions which would 
significantly affect the data). Some persons have 
informally commented that disclosure of the major 
replacement assumptions has not been uniform thus 
detracting from usefulness of the data disclosed. 


4. Applying the replacement cost concept to certain 
types of business activities is particularly troublesome. 
Examples addressed previously include real estate 
operations, contracts for products manufactured to 
customer specification, and fee timberland operations 
in the forest resources industry. The Commission 
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wishes to learn of implementation activities in these 
and other types of business activities where the 
application of the replacement cost concept caused 
unusual implementation or interpretation difficulties. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


August 5, 1977 





SECURITIES EXCHANGE ACT OF 1933 
Release No. 5849/ August 8, 1977 


INVESTMENT COMPANY ACT OF 1940 
Release No. 9882/ August 8, 1977 


(File No. S7-697-Comment period ends 9/19/77) 


INVESTMENT COMPANY REGISTRATION AND 
REPORT FORMS AND REPORTING REQUIRE- 
MENTS 


Extention of Comment Period for Proposed Revison of 
Forms, Reports and Regulations 


AGENCY: Securities and Exchange Commission. 
ACTION: Extension of comment period. 


SUMMARY: This notice extends the period for 
comments on the notice published May 31, 1977, 
proposing a new rule and forms intended to create an 
integrated registration and reporting system designed 
to reduce both the number of forms and the duplicative 
information filed by management investment com- 
panies. Specifically, the Commission is proposing a 
revised notification of registration under the 
Investment Company Act of 1940(‘‘1940 Act’’). new 
registration statement forms for registrarion of open 
and closed-end investment companies under the 1940 
Act and of their securities under the Securities Act of 
1933 (‘'1933 Act’’), a revised annual report form for 
annual reports under the 1940 Act, and a new rule 
under the 1940 Act requiring annual update of the 1940 
Act registration statement. 


DATE: Comments must be recieved on or before 
September 19, 1977. 


ADDRESS: Comments should be sent to George A. 
Fitzsimmons, Secretary, Securities and Exchange 
Commission, 500 N. Capitol Street, Washington, D.C. 
20549. 


FOR FURTHER INFORMATION CONTACT: Glen 
Payne, Special Counsel, Division of Investment 
Management, Securities and Exchange Commission, 
Washington, D.C. 20549 (202-755-0230). 
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SUPPLEMENTARY INFORMATION: 


Notice was published on May 31, 1977, 33-5829, 
IC-9782|[42FR 29726. June 9, 1977] proposing the 
adoption of Rule 8b-16 [17 CFR 270.8b-16] under the 
1940 Act [15 U.S.C. 80a et seq.] and new and amended 
forms under the 1933 Act [15 U.S.C. 77a et seq.] and 
the 1940 Act. A request for an extension of the 
comment period to September 19, 1977, has been 
submitted on behalf of the Association of Publicly 
Traded Investment Funds (‘‘Association’’). The 
Association stated that because of the personal 
commitments and schedules of members of the 
Association and the large volume of material that must 
be analyzed, it would be feasible for it to comment by 
August 15, 1977, the present expiration date of the 
comment period. In view of this request, the 
Commission has authorized an extension until 
September 19, 1977, of the due date for submitting 
comments with respect to the proposed rule and forms. 
The Commission believes that this extension is 
appropriate and willnot result in undue delay. All 
interested persons are invited to submit their written 
views and comments in triplicate to George A. 
Fitzsimmons, Secretary, Securities and Exchange 
Commission, Washington, D.C., 20549 on or before 
September 19, 1977. All such communications should 
refer to File No. S7-697, and will be available for public 
inspection at the Commission’s Public Reference 
Room, Room 6101, 1100 L Street, N.W. Washington, 
D:G. 


By the Commssion. 


George A. Fitzsimmons 
Secretary 


August 8, 1977 





SECURITIES ACT OF 1933 
Release No. 5850/ August 9, 1977 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 13843/ August 9, 1977 


PUBLIC UTILITY HOLDING CO. ACT OF 1935 
Release No. 20136/ August 9,1977 


DEVELOPMENT OF GUIDLINES FOR DISCLOSURE 
BY ELECTRIC AND GAS UTILITY COMPANIES 


Extension of Comment Period 


AGENCY: Securities and Exchange Commission. 





ACTION: Extension of time for comment. 


ACTION: The Securities and Exchange Commission 
announced today that it has extended, from August 1 to 
September 15, 1977, the date by which comments must 
be submitted on the development of disclosure 
guidelines for the electric and gas utility industry. The 
advance notice of proposed rulemaking with regard to 
this industry was issued in Release Nos. 33-5827, 
34-13552 and 35-20032 (May 19, 1977) (42 FR 27260 
(May 27, 1977)). The Commission has _ received 
requests that such comment period be extended and 
believes that an extension to September 15, 1977 will be 
beneficial because it will result in the receipt of more 
useful comments. 


DATES: Comments must be received on or before 
September 15, 1977. 


ADDRESS: All communications on this matter should 
be submitted In triplicate to George A. Fitzsimmons, 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. Comments should refer to 
File No. S7-696 and will be available for public 
inspection at the Commission’s Public Reference 
Room, 1100 L Street, N.W., Washington, D.C. 20549. 


FOR FURTHER INFORMATION CONTACT: Linda 
Griggs, Division of Corporation Finance, Securities and 


Exchange Commission, Washington, D.C. 20549 
(202/755-1750). 


SUPPLEMENTARY INFORMATION: In Securities Act 
Release No. 5827, Securities Exchange Act Release No. 
13552, and Public Utility Holding Company Act Release 
No. 20032 (May 19, 1977), the Commission announced 
that it was considering the formulation of guidelines for 
the disclosure to be included in registration statements 
and reports filed by electric and gas utility companies 
under the federal securities regulations. Interested 
persons were invited to participate in the development 
of the guidelines by submitting comments and 
suggestions. Commentators were asked to consider 
guidelines with respect to disclosure of various matters 
which were listed in the release, among others. 


In order to receive the benefit of the comments of 
persons interested in the electric and gas _ utility 
industry and in view of the requests received by the 
Commission for additional time in which to comment, 
the Commission has extended the comment period until 
September 15, 1977. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Rel. No. 5851/Aug 10, 1977 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 13844/Aug 10, 1977 


Deferral of Effective Date of Beneficial Ownership 
Disclosure Requirements 


AGENCY: Securities and Exchange Commission. 
ACTION: Deferral of effective date. 


SUMMARY: Because numerous inquiries have been 
raised concerning the applicability of the new beneficial 
ownership disclosure requirements scheduled to 
become effective on August 31, 1977, the Commission 
has decided to postpone the effective date until April 
30, 1978. The action is being taken at this time so that 
interested persons will be aware of the postponement at 
the earliest practicable date. However, any person may 
on a voluntary basis choose to rely upon the new and 
amended beneficial ownership rules and forms during 
the interim period from September 1, 1977 through 
April 30, 1978. 


DATES: Effective date: April 30, 1978, except that Rule 
13d-3 will become effective on August 31, 1977 only for 
the purposes of Rule 14d-1(g). 


FOR FURTHER INFORMATION CONTACT: John 
Granda, Division of Corporation Finance, Securities 
and Exchange Commission, 500 North Capitol! Street, 
Washington, D.C. 20549 (202/755-1750). 


On February 24, 1977, the Commission announced the 
amendment of existing rules and Schedule 13D [17 CFR 
240.13d-101] and the adoption of new rules and Form 
13D-5 [17 CFR 240.13d-102] relating to disclosure by 
certain beneficial owners of securities pursuant to 
Section 13(d) of the Securities Exchange Act of 1934 
(‘‘Exchange Act’’) [15 U.S.C. 78a et seq., as amended 
by Pub. L. No. 94-29 (June 4, 1975)]. Concomitantly, 
the Commission amended certain of its forms and 
schedules under the Securities Act of 1933 (‘‘Securities 
Act’’) [15 U.S.C. 77a et seq.] and under the Exchange 
Act to require issuers to disclose information regarding 
certain beneficial owners of their securities. These 
actions were to become effective on August 31, 1977. 
Securities Act Release No. 5808, Exchange Act Release 
No. 13292 (42 FR 12355). Since the Commission 
announced the adoption of the new beneficial 
ownership disclosure requirements, the staff has 
received numerous inquiries and requests for 
interpretation advice concerning their application. In 
addition, certain institutional investors have raised 
practical and other considerations relating to the impact 
of the rules upon them. 
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Accordingly, the Commission has determined to defer 
the effective date of the new rules from August 31, 1977 
until April 30, 1978. Within the next several days, the 
Commission will distribute a release detailing the 
precise issues upon which it wishes comments. 


Because of the interrelationship between Sections 13(d) 
and 14(d) of the Exchange Act, the delay of the 
effective date of the beneficial ownership disclosure 
requirements will have certain effects on the operation 
of the Tender Offer Statement, Schedule 14D-1 [17 CFR 
240.14d-100], and amended Rule 14d-1 [17 CFR 
240.14d-1] which are scheduled to become effective on 
August 31, 1977 .' Specifically, Rule 14d-1(g) 
incorporates by reference for purposes of Section 
14(d)(1) of the Exchange Act the definition of 
‘*beneficial owner’’ set forth in Rule 13d-3. In order to 
implement the amendments to Rule 14d-1, Rule 13d-3 
will become effective on August 31, 1977 only for 
purposes of Rule 14d-1(g). A second effect of such 
delay concerns the filing requirements of a bidder 
under Section 13(d) after the termination of the tender 
offer. Pursuant to General Instruction F of Schedule 
14D-1, the final amendment required to be filed on that 
Schedule is deemed to satisfy the reporting 
requirements of Section 13(d) with respect to all 
securities acquired by the bidder pursuant to the tender 
offer. However, should a bidder, who has acquired 
more than five percent of the class of securities of the 
subject company by its tender offer, acquire additional 
securities of such class subsequent to the termination of 
such tender offer, a reporting requirement under 
Section 13(d) would be triggered. To alleviate possible 
confusion and burdens upon such persons, the 
requirements of amended Schedule 13D may be 
compiled with on a voluntary basis during the interim 
period. 


The Commission hereby defers until April 30, 1978 the 
effective date of Rules 13d-1 [1% CFR 240.13d-1], 13d-2 
[17 CFR 240.13d-2], 13d-3 [17 CFR 240.13d-3], (except 
that Rule 13d-3 will become effective on August 31, 
1977 only for the purposes of Rule 14d-1(g)), 13d-4 [17 
CFR 240.13d-4], 13d-5 [17 CFR 240.13d-5], 13d-6 [17 
CFR 240.13d-6] and 13d-7 [17 CFR 240.13d-7], Form 
13D-5 and Schedule 13D; and amendment of Forms 10 
[17 CFR 249.210] and 10-K [17 CFR 249.310], and 
Schedules 14A [17 CFR 240.14a-101], 14B [17 CFR 
240.14a-102] and 14C [17 CFR 240.14c-101]; the 
amendment of Forms S-1 [17 CFR 239.11] and S-11 [17 
CFR 239.18], all as announced in Securities Act Release 
No. 5808, Exchange Act Release No. 13291]. Any 
person who so chooses may rely upon the new rules and 
forms and amendments as if adopted. No person is 





‘Exchange Act Release No. 34-13787 (July 28, 1977) 
(42 FR 38341). 
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relleved from complying with the present statutory 
obligations under Section 13(d) pending the effective 
date of the rules, forms and amendments. 

By the Commission. 


George A. Fitzsimmons 
Secretary 


August 10, 1977 





SECURITIES ACT OF 1933 
Rel. No. 5852/ August 10, 1977 


In the Matter of 


SALOMON BROTHERS 
PROFIT SHARING PLAN 
One New York Plaza 

New York, New York 10004 


File No. 18-2 


MEMORANDUM OPINION AND ORDER PURSUANT 
TO SECTION 3(a)(2) OF THE SECURITIES ACT OF 
1933 EXEMPTING FROM THE PROVISIONS OF 
SECTION 5 OF THE ACT INTERESTS OR 
PARTICIPATIONS IN THE SALOMON BROTHERS 
PROFIT SHARING PLAN 


On June 24, 1977, a notice (Securities Act Release No. 
33-5839) was issued of an application by Salomon 
Brothers (‘‘Applicant’’) for an exemption from the 
provisions of Section 5 of the Securities Act of 1933 (the 
‘*Act’’) for participations or interests in the Salomon 
Brothers Profit Sharing Plan (the ‘‘Plan’’). The notice 
gave interested persons an opportunity to request a 
hearing and stated that an order disposing of the matter 
would be issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed, and 
the Commission has not ordered a hearing. 


Section 3(a)(2) of the Act specifically states that the 
exemption from registration afforded thereby for 
certain types of employee benefit plans does not extend 
to interests or participations issued in connection with 
plans such as Applicant’s (commonly known as 
‘*Keogh’’ plans) which cover employees some or all of 
whom are employees within the meaning of Section 
401(c)(1) of the Internal Revenue Code of 1954 (the 
‘*Code’’). This limitation appears to have resulted 
primarily from a recognition on the part of Congress 
that such plans constitute complex investment vehicles, 
interests in which could be sold by sponsoring financial 
institutions to self-employed persons who might not be 
sophisticated In the securities field or who might be 





unable to protect adequately their interests and those of 
their participating employees. However, Section 3(a)(2) 
provides that the Commission may by rules, regulations 
or order, exempt interests or participations issued in 
connection with Keogh plans from Section 5 of the Act, 
if and to the extent that the Commission determines it 
to be necessary or appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions of 
the Act. 


In this instance, the Plan covers partners and 
employees of a single employer and does not appear to 
present the risks associated with the sale of interests or 
participations in multiemployer plans by sponsoring 
financial institutions with which Congress was 
primarily concerned. The Commission has considered a 
number of factors in making this determination 
including the following: the Plan is not a uniform 
prototype or master plan designed to be marketed by a 
sponsoring financial institution or promoter to 
numerous unrelated self-employed persons; assets of 
the Plan will not be commingled in collective 
investment media with the assets of the plans of other 
employers; Applicant has employed independent 
experts to provide investment advisory, legal, and 
accounting services for the Plan; Applicant exercises 
substantial administrative responsibilities in connec- 
tion with the Plan; and the Plan is of substantial size. 


The Commission also has taken into account the fact 
that the Plan is subject to the fiduciary standards and 
the full reporting and disclosure requirements of the 
Employees’ Retirement Income Security Act of 1974. In 
addition, it has considered the fact that Applicant is 
engaged in a business which necessarily involves 
financially sophisticated and complex matters, and that 
Applicant appears able to represent adequately its 
interests and those of Plan participants. 


Based on the information and representations set forth 
in the documents which comprise Applicant’s 
application, the Commission finds that an exemption 
from the provisions of Section 5 of the Act for interests 
or participations in the Plan is appropriate in the public 
interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and 
provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 3(a)(2) of the Act, 
that interests or participations issued in connection 
with the Plans shall not be subject to the requirements 
of Section 5 of the Act, effective forthwith; provided 
that the Internal Revenue Service issues a favorable 
ruling with respect to the tax-qualified status of the 
Plan. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 5853/ August 10, 1977 


Administrative Proceeding No. 3-5160 
In the Matter of 


Schedule D Offering Sheet filed by 

DIVERSIFIED NATURAL RESOURCES CORPORA- 
TION 

Scottsdale, Arizona 

Jaun Lease: ‘‘Unit 22-P”’ 

File No. 20-2049A2 

Securities Act of 1933 

Section 3(b) 


FINDINGS AND ORDER PERMANENTLY SUSPEND- 
ING REGULATION B EXEMPTION 


In these proceedings to determine whether the 
temporary suspension of the Regulation B exemption 
from registration under the Securities Act of 1933 with 
respect to a certain offering of fractional undivided 
interests in oil and gas leases should be made 
permanent or vacated, Diversified natural Resources 
Corporation (‘‘Diversified’’) has, without admitting or 
denying the allegations in the order for proceedings, 
submitted an Offer of Settlement which the 
Commission has determined to accept. 


On the basis of the order for proceedings and the Offer 
of Settlement, it is found that: 


(1) No exemption is available for this offer under 
Regulation B because the offeror failed to comply with 
Rule 316(a) [17 CFR 230.316(a)] in that the required 
Form 1-G was not and has not been filed with the 
Commission. 


(2) No exemption is available for this offering under 
Regulation B because the offeror failed to comply with 
Rule 316(b) [17 CFR 230.316(b)] in that the required 
Form 3-G was not and has not been filed with the 
Commission. 


(3) No exemption is available for this offering under 
Regulation B because the offering sheet used failed to 
comply with Rule 330(a) and (b) of Regulation B [17 
CFR 230.330(a) and (b)] by containing untrue 
statements of material facts and by omitting to state 
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material facts necessary in order to make the 
statements made, in the light of the circumstances 
under which they were made, not misleading, including 
but not limited to the following: 


a) the offeror represented the drilling operations for 
gas and injection wells would commence on or before 30 
days after the expiration of the offering sheet, but in no 
event later than 60 days after the expiration of the 
offering sheet (Item 27 of Schedule D), when in fact no 
drilling of any kind was ever commenced; 


b) the offeror represented that if the wells were not 
drilled, funds would be refunded to investors within 60 
days after the expiration of the offering (Item 34 of 
Schedule D), when in fact no funds were ever refunded 
to investors; 


c) the offeror stated the estimated cost of drilling, 
completing and placing the wells upon production to be 
$164,300 (Item 30, Schedule D), when in fact the 
offeror’s first offering had expired on a contiguous tract 
for drilling of an identical series of wells which offering 
had raised approximately $124,416 from the public and 
to which the offeror infused substantial additional 
capital and which total amount had been found 
insufficient by the offeror to complete the first wells on 
such contiguous tract. 


(4) The offer was made in violation of the antifraud 
provisions of Section 17(a) of the Securities Act of 1933, 
and Section 10(b) under the Securities Exchange Act of 
1934 and Rule 10b-5 thereunder in that Diversified 
Natural Resources Corporation while named in the 
offering, directly and indirectly, made use of the means 
and instruments of transportation and communication 
in interstate commerce, and of the means and 
instrumentalities of interstate commerce, and in 
connection with the offer and sale of this offer made to 
prospective purchasers and investors untrue state- 
ments of material facts and omitted to state material 
facts necessary to make the statements made, in light 
of the circumstances under which they were made, not 
misleading, including but not limited to the following: 


a) the offeror represented the drilling operations for 
gas and injection welis would commence on or before 30 
days after the expiration of the offering sheet, but in no 
event later than 60 days after the expiration of the 
offering sheet (Item 27 of Schedule D), when in fact no 
drilling of any kind was ever commenced; 


b) the offeror represented that if the wells were not 
drilled, funds would be refunded to investors within 60 
days after the expiration of the offering (Item 34 of 
Schedule D), when in fact no funds were ever refunded 
to investors; 


c) the offeror stated the estimated cost of drilling, 
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completing and placing the wells upon production to be 
$164,300 (Item 30, Schedule D), when in fact the 
offeror’s first offering had expired on a contiguous tract 
for drilling of an identical series of wells which offering 
had raised approximately $124,416 from the public and 
to which the offeror infused substantial additional 
capital and which total amount had been found 
insufficient by the offeror to complete the first wells on 
such contiguous tract. 


In view of the foregoing IT 1S ORDERED, pursuant to 
Rule 334 of Regulation B under the Securities Act of 
1933, that the exemption for registration with respect to 
DIVERSIFIED’S Jaun Lease ‘‘Unit 22-P,’’ (File No. 
20-2049A2) offering be, and hereby is, permanently 
suspended. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13829/ August 5, 1977 


The Securities and Exchange Commission has ordered 
administrative proceedings under the Securities 
Exchange Act of 1934 (‘‘Exchange Act’’) and the 
Investment Advisers Act of 1940 (‘‘Advisers Act’’) 
involving Francis Eugene Mooney, Jr., a sole 
proprietor doing business as Bach Planning Company 
(‘‘Registrant’’), Knoxville, Tennessee. 


The proceedings are based upon allegations by the 
Commission’s staff that Registrant violated Section 
17(a) of the Securities Act of 1933. Sections 10(b), 
15(c)(3) and 17(a) of the Exchange Act, Section 206(1) 
and (2) of the Advisers Act and Rules 10b-5, 15c3-1, 
15c3-3, 17a-3 and 17a-11 under the Exchange Act. 


A hearing will be scheduled on the staff allegations for 
the purpose of determining whether such allegations 
are true and what, if any, remedial sanctions are 
appropriate in the public interest. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 13830/ August 5, 1977 


An order has been issued granting the application of 








the Midwest Stock Exchange, Incorporated to strike 
from listing and registration the specified security of 
the following company: Carrier Corporation, 4-1/2% 
senior preferred stock, $50.00 par value. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 13831/August 5, 1977 


Lost and Stolen Securities 
AGENCY: Securities and Exchange Commission 
ACTION: Final rules. 


SUMMARY: This action provides notification to 
entities subject to the Lost and Stolen Securities 
Program of modified requirements for making reports 
and inquiries with respect to missing, lost, stolen or 
counterfeit securities. These amendments are intended 
to ensure that Information in the stop transfer files of 
transfer agents is current and complete and to 
eliminate unnecessary inquiry requirements for 
transfer agents. Notification of recordkeeping 
requirements for all reporting institutions is also 
provided. These actions are necessary to avoid 
duplication and to ensure compliance by reporting 
institutions. 


FOR FURTHER INFORMATION CONTACT: Gregory 
C. Yadley, Division of Market Regulation, Securities 
and Exchange Commission, Washington, D.C. 20549 
(202/755-7826). 


SUPPLEMENTARY INFORMATION: In order to avoid 
duplication and to implement the Lost and Stolen 
Securities Program in a more efficient manner, the 
Securities and Exchange Commission has amended 
Section 240.17f-1 to require that copies of reports of 
missing, lost, stolen or counterfeit securities be filed 
with a registered transfer agent for the particular issue. 
This will ensure that information in the stop files of 
transfer agents Is identical to that contained in the data 
base maintained by the Commission’s designee and 
will allow transfer agents an exemption from inquiry 
during the pilot program. This release provides 
notification of this action and also of the recordkeeping 
and record retention requirements applicable to all 
reporting institutions under the Lost and Stolen 
Securities Program. The Commission has also 
delegated to the Director of the Division of Market 
Regulation the authority to grant non-reporting 
institutions access to the designee’s data base. 


BACKGROUND 


On December 6, 1976, the Commission adopted Section 
240.17f-1, establishing reporting and Inquiry require- 
ments with respect to missing, lost, stolen or 
counterfeit securities.' Certain technical amendments 
to the section were made on February 18, 1977,2 and 
further amendments regarding the role of transfer 
agents in the Lost and Stolen Securities Program were 
proposed.? A comprehensive release, providing 
notification of reporting and Inquiry procedures and 
republishing Section 240.17f-1 and reporting Form 
X-17F-1A in their final, amended versions appears in 
this Issue of the Federal Register. 


In order to Implement Section 240.17f-1 in the most 
efficient manner, the Commission determined that it 
would be appropriate to Institute a pilot program to 
monitor the effectiveness of the section and the system 
designed to carry out its provisions. Accordingly, the 
Lost and Stolen Securities Program will be 
implemented on a pilot basis until December 31, 1978. 
In accordance with the Inquiry and reporting 
requirements of paragraphs (b) and (c) of Section 
240.17f-1, any Federal Reserve Bank or Branch is an 
appropriate instrumentality with respect to United 
States Government and Agency Securities. The 
Securities Information Center, Inc. (‘‘SIC’’) has been 
designated to receive reports and respond to Inquiries 
with respect to all other securities during the pilot 
program.‘ 


AMENDMENTS TO REPORTING PROVISIONS 


Traditionally, transfer agents have had a pivotal role, 
through their ‘‘stop transfer’’ lists, in maintaining 
information regarding securities deemed to be missing, 
lost or stolen. Generally, a transfer agent will not effect 
registration of a transfer unless it is satisfied from its 
own records and a review of its stops that the particular 
transfer is in all respects proper. 





1 Securities Exchange Act Release No. 13053, 41 FR 
54923 (December 16, 1976). 


2 Securities Exchange Act Release No. 13280, 42 FR 
11829 (March 1, 1977). 


3 Securities Exchange Act Release No. 13281, 42 FR 
11844 (March 1, 1977). 


41n Securities Exchange Act Release No. 13538, 42 FR 
26495 (May 24, 1977), AutEx, Inc. was named as the 
designee. Subsequently, as a consequence of the acqui- 
sition of AutEx by ITEL Corporation, SIC was created 
as a wholly-owned subsidiary of 1TEL AutEx, Inc. 


SEC DOCKET/1465 





Despite the adoption of Section 240.17f-1, the 
traditional practice by which persons suffering loss or 
theft of securities notify the transfer agent of such loss 
or theft will continue in order to protect such persons’ 
interests in the particular security. However, in order to 
avoid duplicative reporting and Inquiry, the 
Commission, on February 18, 1977, proposed certain 
amendments to Section 240.17f-1 so that the 
information contained in the stop transfer lists of 
registered transfer agents would be identical to the 
information in the possession of the appropriate 
Instrumentalities.° 


With respect to reporting, It was proposed that Section 
240.17f-1, paragraphs (b)(1)(i), (b)(2) and (b)(4) be 
amended to require that, when a reporting institution 
other than a registered transfer agent files a report of 
loss or theft with the appropriate instrumentality, a 
copy of such report be filed with a registered transfer 
agent for the issue. The public comment letters favored 
the adoption of these reporting amendments and, 
accordingly, the Commission has adopted them. The 
Commission is of the view that the requirements do not 
impose any additional burden on reporting institutions 
since such institutions have traditionally Informed 
transfer agents in cases of loss or theft.® 


INQUIRY PROVISIONS 


The Commission proposed to amend paragraph (c) of 
Section 240.17f-1 to exempt from inquiry by registered 
transfer agents those securities presented to a transfer 
agent by a person other than a reporting institution 
where an acceptable signature guarantee Is provided by 
a reporting institution. 


With respect to the proposed inquiry requirements, 
although commentators expressed support, they stated 
that the proposal did not go far enough in relieving 
transfer agents from Inquiry with the appropriate 
instrumentality. Even with the proposed exemption, 
inquiry would be required in a number of circumstances 





> Securities Exchange Act Release No. 13281, 42 FR 
11844 (March 1, 1977). 


As proposed, the amendment would have required a 
report to ‘the registered transfer agent for the security.” 
In order to avoid confusion, the provision as adopted 


reads ‘‘to a registered transfer agent for the issue.’’ 
Therefore, where more than one registered transfer 
agent performs transfer agent functions for a particular 
issue, a report to any one of them will satisfy the re- 
quirements of this section. It is expected that where there 
are cotransfer agents, internal procedures will be estab- 
lished to ensure prompt notification of losses to all co- 
transfer agents. 
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which Involve no change In ownership of a fully 
registered security. In addition, in the context of 
tenders, exchanges or redemptions, where transfer 
agents are called upon to process large numbers of 
certificates within short periods of time, commentators 
stated that inquiry would still be required and would be 
duplicative and unduly burdensome. 


Accordingly, the Commission has determined to 
exempt transfer agents from inquiry during the one 
year pilot period. The amendment requiring reports of 
lost or stolen securities to be made with the transfer 
agent concerned, In conjunction with a registered 
transfer agent’s obligation to check its stop files, will 
provide substantially similar safeguards against the 
improper use of lost or stolen securities as a 
requirement that the transfer agent inquire with the 
appropriate instrumentality. During the pilot program, 
the Commission intends to monitor the effectiveness of 
transfer agent stop files in halting the negotiation of 
lost or stolen securities and in order to determine 
whether the exemption should be retained perma- 
nently. In connection therewith, the Commission may 
consider whether additional Federal regulation 
concerning maintenance of stop transfer lists would be 
appropriate. In light of this exemption during the pilot 
program, the Commission has withdrawn the proposed 
amendment published in Securities Exchange Act 
Release No. 13281 regarding inquiry by transfer 
agents. 


RECORDKEEPING REQUIREMENTS AND 
AMENDMENTS TO SECTIONS 
240.17a-3 and 240.17a-4 


The Commission has amended Sections 240.17f-1, 
240.17a-3 and 240.17a-4 In order to codify the record- 
keeping and record retention procedures established by 
the Lost and Stolen Securities Program. Copies of all 
Forms X-17F-1A filed pursuant to this section and all 
confirmations or other information received from the 
appropriate instrumentality or its designee must be 
retained for a period of three years in an easily 
accessible place. 


These recordkeeping provisions are necessary to the 
smooth functioning of the Lost and Stolen Securities 
Program and they essentially do no more than spell out 
the period of time for retention of records generated 
pursuant to paragraphs (b) and (c) of Section 240.17f-1. 
They will become effective on October 3, 1977 when the 
balance of the program becomes effective unless public 
comments received prior to September 3, 1977 suggest 
modifications which the Commission deems to be 
appropriate. Written comments should be submitted in 
triplicate, addressed to the Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549, and 
should refer to File No. S7-611. Comments received will 





be available for public inspection at the Commission’s 
Public Reference Room. 


FORM X-17F-1A 


Reporting Form X-17F-1A [17 CFR 249.1200] was 
adopted by the Commission on February 18, 1977, and 
this action was announced in Securities Exchange Act 
Release No. 13280. In discussions with representatives 
of the securities and banking industries and the 
Commission’s designee, several technical modifica- 
tions, primarily in terms of format, were suggested. 
These changes have been approved in order to facilitate 
the use of the form by reporting institutions and to 
allow Form X-17F-1A to be used as a stop transfer form 
by transfer agents. The form, as amended, is printed in 
this issue of the Federal Register. Since the 
modifications to Form X-17F-1A are technical in nature, 
notice and public procedure are not required by the 
Administrative Procedure Act [15 U.S.C. 553 (b)(3)(B)] 
as a prerequisite to their approval by the Commission. 
Amended Form X-17F-1A will become effective on 
October 3, 1977. 


DELEGATION OF AUTHORITY 
The Commission has amended Section 200.30-3 of its 


Rules of Organization by the addition of paragraph 
(a)(26) to delegate the Director of the Division of 


Market Regulation the authority to grant non-reporting 
institutions access to the system for the purposes of 
making reports and inquiries upon specified terms, 
conditions, and time periods.’ 


This amendment to Section 200.30-3 is adopted 
pursuant to Section 2, 17(f) and 23(3) of the Securities 
and Exchange Act of 1934, and sections 78d-1 and 
78d-2 of Title 15 of the United States Code. Inasmuch as 
the amendment Involves rules of agency organization, 
procedure or practice within the meaning of the 
Administrative Procedure Act (t U.S.C. Section 
553(b)(3)(A) (1970)], notice and public procedure are 
not required prior to adoption. The amendment will 
become effective on October 3, 1977. 


STATUTORY BASIS AND COMPETITIVE 
CONSIDERATIONS 


The amendments to Section 200.30-3, 240.17f-1, 








7For a discussion of the circumstances under which non- 
reporting financial institutions, such as foreign banks and 
insurance companies, may be granted access to the data 
base on Lost and Stolen Securities, see Securities Exchange 
Act Release No. 13832 Published in this issue of the 
Federal Register. 


240.17a-3 and 240.17a-4 and the Lost and Stolen 
Securities Program are adopted pursuant to Sections 2, 
17(a), 17(f) and 23(a) of the Securities Exchange Act of 
1934, as amended, and 78d-1 adn 78d-2 of Title of 15 of 
The United States Code. The Commission finds that 
any burden upon competition imposed by teh 
amendments is necessary and appropriate in the public 
interest and for the protection of investors. 


Text of Amendments: 


PART 200 ORGANIZATION; CONDUCT AND 
ETHICS; AND INFORMATION AND REQUESTS 


1. Section 200.30-3 is amended by teh addition of new 
paragraph (a)(26) as follows: 


200.30-3 Delegation of authority to Director of Division 
of Market Regulation. 


* * 
(a)* ** 


(26) Pursuant to Rule 17f-1(§240.17f-1 of this chapter), 
to designate persons not subject to §240.17f-1 as 
reporting Institutions upon specified terms, conditions, 
and time periods. 


PART 240 GENERAL RULES AND REGULATIONS, 
SECURITIES EXCHANGE ACT OF 1934 


Il. Section 240.17a-3 is amended by the addition of new 
paragraph (a)(14), which incorporates the record- 
keeping requirements of section 240.17f-1 of this 
chapter, as follows: 


§240.17a-3 Records to be made by certain exchange 
members, brokers and dealers. 


(ah- 7s" 


(14) Copies of all Forms X-17F-1A filed pursuant to 
§240.17f-1 and all confirmations or other information 
received from the appropriate instrumentality or its 
designee as a result of inquiry. 


Ill. Section 240.17a-4 is amended by the addition of new 
paragraph (e)(4), which incorporates the record 
retention requirements of section 240.17f-1 of this 
chapter, as follows: 


§240.17a-4 Records to be preserved by certain 
members, brokers and dealers. 


* * * 
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(4) All records required pursuant to paragraph (a)(14) 
of §240.17a-3 for three years. 


IV. Section 240.17f-1 is amended by the addition of 
certain words in paragraphs (b)(1)(i), (b)(2), and (b)(4) 
and by the addition of new paragraph (f), as follows: 


§240.17f-1 Requirements for reporting and inquiry with 
respect to missing, lost, counterfeit or stolen securities. 


* 2 * 2 * 


(b) Reporting requirements— (1) Stolen Securities. 


(i) Every reporting institution shall report to the 
appropriate instrumentality and to a registered transfer 
agent for the issue the discovery of the theft or loss of 
any security where there is substantial basis for 
believing that criminal activity was involved. Such 
reports shall be made within one business day of the 
discovery, and if the certificate numbers of the 
securities cannot be ascertained at that time, they shall 
be reported as soon thereafter as possible. 


* * 2 * 


(2) Missing or lost securities. Every reporting 
institution shall report to the appropriate instru- 
mentality and to a registered transfer agent for the 
issue within one business day of such recovery or 
finding. If a report of stolen securities is made to the 
appropriate law enforcement agency, a report of such 
recovery shall also be made to such agency. Recovery 
may only be reported by the institution which reported 
the security as missing, lost or stolen. 


* 


(4) Recovery.Every reporting institution shall report 
the recovery of finding of any security previously 
reported missing, lost or stolen pursuant to this section 
to the appropriate instrumentality and to a registered 
transfer agent for the issue within one business day of 
such recovery or finding. If a report of stolen securities 
is made to teh appropriate law enforcement agency, a 
report of such recovery shall also be made to such 
agency. Recovery may only be reported by the 
institution which reported the security as missing, lost 
or stolen. 


(f) Recordkeeping. Every reporting institution shall 
maintain and preserve in an easily accessible place for 
three years copies of all Forms X-17F-1A filed pursuant 
to this section and all confirmations or other 
information received from the appropriate instru- 
mentality or its designee as a result of inquiry. 


* 2 2 * * 
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PART 249 FORMS, SECURITIES EXCHANGE ACT OF 
1934. 


V. Certain technical modifications in terms of format to 
Form X-17F-1A (§249.1200) have been made. The 
amended form is published in this issue of the Federal 
Register. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 13832/ August 5, 1977 


Lost and Stolen Securities 
AGENCY: Securities and Exchange Commission. 


ACTION: Implementation of program for reporting and 
inquiry with respect to missing, lost, counterfeit or 
stolen securities. 


SUMMARY: This action provides notification of the 
implementation of the Lost and Stolen Securities 
Program, sets forth the procedures for making reports 
and inquiries with respect to missing, lost, stolen or 
counterfeit securities, and disseminates a Registration 
Form which must be completed by all reporting 
institutions before access to the data base maintained 
by the Commission’s designee is authorized. This 
release is intended to aid reporting institutions in 
complying with the Commission’s regulations 
promulgated in an effort to reduce securities thefts and 
traffic in spurious securities. This action also 
republishes Section 240.17f-1 and reporting Form 
X-17F-1A in their final, amended versions and is 
necessary to provide reporting institutions with all 
substantive requirements of the Lost and Stolen 
Securities Program in a single document. 


EFFECTIVE DATES: Reporting and recordkeeping 
requirements: October 3, 1977. Inquiry requirements 
and remaining provisions: January 2, 1978 


FOR FURTHER INFORMATION CONTACT: Gregory 
C. Yadley, Division of Market Regulation, Securities 
and Exchange Commission, Washington, D.C. 20549 
(202/755-7826) 


SUPPLEMENTARY INFORMATION: In order to avoid 
duplication and to implement the Lost and Stolen 
Securities Program in a more efficient manner, the 





Securities and Exchange Commission has amended 
Section 240.17f-1 to require that copies of reports of 
missing, lost, stolen or counterfeit securities be filed 
with a registered transfer agent for the issue. This 
release provides notification of this action and also sets 
forth the procedures for implementation of the Lost and 
Stolen Securities Program, including information 
regarding access to the data bases maintained by the 
Commission’s designee and the Federal Reserve 
Banks, billing arrangements, and submission of 
registration forms. The release republishes Section 
240.17f-1 and Reporting Form X-17F-1A in their final, 
amended versions. 


BACKGROUND 


The problems relating to missing, lost, counterfeit or 
stoler’ securities have been described by the 
Commission’ and were the subject of a series of 
Congressional hearings.2 The recommendation for a 
system for the receipt of reports and inquiries 
concerning missing, lost, stolen or counterfeit 
securities has been supported widely. Section 17(f) of 
the Act established the legislative framework for such a 
system by providing that every national securities 
exchange, member thereof, registered securities 
association, broker, dealer, municipal securities dealer, 
registered transfer agent, registered clearing agency 
and participant therein, member of the Federal Reserve 
System and bank whose deposits are insured by the 
Federal Deposit Insurance Corporation shall report and 
inquire with respect to missing, lost, counterfeit or 
stolen securities in accordance with rules promulgated 
by the Commission. 


On December 6, 1976, the Commission adopted Section 
240.17f-1, establishing reporting and inquiry require- 
ments with respect to missing, lost, stolen or 
counterfeit securities.2 Certain technical amendments 
to the section were made on February 18, 1977, and 
further amendments regarding the role of transfer 





1Study of Unsafe and Unsound Practices of Brokers and 
Dealers, Report and Recommendations of the Securities 
and Exchange Commission (pursuant to Section 11(h) 
of the Securities Investor Protection Act of 1970), 
December 1970. 


2Organized Crime-Stolen Securities, Hearings Before the 
Permanent Subcommittee on Investigations, Senate Com- 
mittee on Government Operations, 92nd Cong., 1st Sess. 
(1971); 93rd Cong., 1st Sess. (1973); 93rd Cong., 2d Sess. 
(1974). 


3 Securities Exchange Act Release No. 13053, 41 FR 
54923 (December 16, 1976). 


agents in the Lost and Stolen Securities Program were 
proposed. 


IMPLEMENTATION OF THE PROGRAM AND 
APPROPRIATE INSTRUMENTALITIES 


In order to implement Section 240.17f-1 in the most 
efficient manner, the Commission determined that it 
would be appropriate to institute a pilot program to 
monitor the effectiveness of the section and the system 
designed to carry out its provisions. Accordingly, the 
Lost and Stolen Securities Program will be 
implemented on a pilot basis until December 31, 1978. 
In accordance with the inquiry and reporting 
requirements of paragraphs (b) and (c) of Section 
240.17f-1, any Federal Reserve Bank or Branch is an 
appropriate instrumentality with respect to United 
States Government or Agency securities. A description 
of the general operating procedures of the Federal 
Reserve Banks Is attached as Appendix III. 


Section 17(f)(1)(A) of the Act states that reports and 
inquiries shall be made to the Commision or ‘‘other 
person designated by the Commission.’’ The 
Commission determined that a manual, computer- 
assisted system would best achieve the purposes of the 
pilot program and that the goals of the Act would best 
be fulfilled by the designation of a private entity to 
perform certain functions under the Commission’s 
direction. Accordingly, the Commission published 
‘*Criteria for a Lost and Stolen Securities Reporting and 
Inquiry System’’ and solicited submissions of proposed 
systems from entities interested in serving as the 
Commission’s designee during the pilot program. The 
plans which were received were analyzed, and the 
Securities Information Center, Inc. (‘‘SIC’’ or the 
‘‘Commission’s designee’), a subsidiary of ITEL 
AutEx, Inc. was designated to receive reports and 
respond to inquiries on behalf of the Commission. All 
reports and inquiries required to be made with the 
Commission, therefore, shall be made with SIC. A 
description of SIC’s general operating procedures is 
attached as Appendix IV.® 





*Securities Exchange Act Release No. 13280, 42 FR 
11829 (March 1, 1977). 


‘Securities Exchange Act Release No. 13281, 42 FR 
11844 (March 1, 1977). 


Sin Securities Exchange Act Release No. 13538, 42 FR 
26495 (May 24, 1977), AutEx, Inc. was named as the 
designee. Subsequently, as a consequence of the acqui- 
sition of AutEx by ITEL Corporation, SIC was created 
as a wholly-owned subsidiary of ITEL AutEx, Inc. 
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On February 13, 1977,’ the Commission adopted Form 
X-17F-1A, ‘‘Lost, Missing, Stolen, Couterfeit Securities 
Report,’’ [17 CFR 249.1200] which, pursuant to 
paragraph (b) (6) of Section 240.17f-1, shall be used for 
all reports. Where reports are made by telephone, telex 
or other means, a hardcopy confirmation of the report 
must still be filed with the appropriate instrumentality 
within the time periods specified in paragraph (b) of 
this section. Certain technical modifications to Form 
X-17F-1A and the accompanying instructions have been 
made, and the Form is attached as Appendix II. 


SECTION 240.17f-1° 


(a) Defintions. Paragraph (a) defines the terms 
“‘reporting institutions’’ and ‘‘appropriate instrument- 
ality.’’9 


(b) Reporting requirements. Paragraph (b) requires 
financial institutions and others to report 
missing, lost, counterfeit of stolen securities within 
specified time periods. Reports with respect to U.S. 
Government or Agency securities or securities of 
certain international organizations are to be made to 
the nearest Federal Reserve Bank or Branch; reports 
wiht respect to all other securities are to be made to the 
Commission’s designee. Copies of all reports must be 
sent ot a registered transfer agent for the issue 
involved.'© Where there is a substantial belief that 
criminal activity is involved, an additional report must 
be made to the appropriate law enforcement agency. 





7 Securities Exchange Act Release No. 13280, 42 FR 
11829 (March 1, 1977). 


8 Section 240.17f-1 is attached as Appendix |. 


°Where more than one registered transfer agent performs 
transfer agent functions for the issue, notification to any 
of them will satisfy the requirements of this section. It 
is expected that where there are cotransfer agents, internal 


procedures will be established to ensure prompt noti- 
fication of losses to all co-transfer agents. 


1°The following general guidelines may be useful in de- 
ciding which law enforcement agencies to notify in cer- 
tain instances: 


1) Local Police Department--all cases involving thefts 
or mysterious disappearances of securities or discoveries 
of securities reported stolen. 


2) Federal Bureau of Investigation--all cases involving 
securities thefts of $5,000 or over, all thefts from banks, 
all thefts of Government securities, all counterfeits of 
non-Government securities, all counterfeits presented 
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Unissued certificates which are lost or stolen are also 
required to be reported, and appropriate instructions 
are provided for such reports in the Instructions to 
Form X-17F-1A. Coupons, however, are not required to 
be reported. A report is also required if a security 
previlously reported missing, lost or stolen is 
recovered. 


The information required to be reported is set forth in 
paragraph (b)(5) of this section" and shall be provided 
on Form X-17F-1A. A copy of Form X-17F-1A is 
annexed to this release as Appendix II, and additionl 
copies of the Form are available from the Publications 
Office of the Commission of the Commission’s Regional 
Offices. The form may be reproduced in any manner by 
entities subject to the section so long as the graphics 
and format of the Form are not altered and 2 1/2’’x 11”’ 
paper is used. In arder to avoid duplication, the 
Commission encourages transfer agents to ulilize Form 
X-17F-1A as thier stop transfer forms. 


This section requires reporting institutions to report: 
(1) those securities missing, lost, or stolen from their 
possession or control and (2) those securites which are 
missing, lost or stolen from the possession or control of 
a person which is not a reporting institution and which 
securities have not been reported by another reporting 
institution. For example, if securities are missing from 
the control of a broker, the broker would be required to 





as collateral for a bank loan, all stolen or counterfeit 
securities involved in interstate commerce, and all counter- 
feit securities used in a violation of a Federal law. 


3) U.S. Secret Service--all cases involving counterfeits 
of securities which are direct obligations of the United 
States Government or are issued with Government 
backing. The Secret Service reportedly has a general 
interest in all counterfeit activity. 


These are general guidelines. Good faith determination 
and notification to any of the above agencies shall be 
deemed compliance with paragraph (b)(1) of Section 
240.17f-1. 


11Qne item of information required is the reporting in- 
stitution’s FINS number. FINS (‘Financial Industry 
Number Standard’’) numbers are complied in the 1976 
FINS Directory (First Edition), published by the De- 
pository Trust Company. If an institution is uncertain 
as to whether it has a FINS number, it should consult 
this Directory, its self-regulatory organization or its 
trade association. If an institution has not been assigned 
a FINS number, a number may be obtained at no cost 
by writing the Depository Trust Company, Attention: 
FINS Publication, 55 Water Street, New York, New York 
10041. 





report. The transfer agent who receives a copy of Form 
S-17F-1A concerning such securities would not be 
required to report. In contrast, where a loss of 
securities is reported to the transfer agent by a 
non-reporting entity such as an individual, the transfer 
agent would be required to make a report when it 
receives the information. 


Unless the Commission announces to the contrary, 
transfer agents will not be required to report stops 
received prior to October 3, 1977. However, the 
Commission may obtain and include in the data base 
such information obtained from insurance companies 
and law enforcement sources. For the purpose of 
paragraph (b)(2) only, but not paragraphs (b)(2)(i)-(iii), 
the time periods of reporting begin to run when, on the 
basis of all relevant circumstances, the reporting 
instituition believes a certificate to be lost or missing as 
opposed to a belief that the certificate is merely 
misplaced or misfiled by the institution. Reporting 
institutions should diligently follow up on indications of 
non-receipt submitted by receiving institutions in order 
to determine their responsibilities under this section. 


Counterfeit securities, including altered or forged 
securities, are required to be reported to the 
appropriate law enforcement agency as well as to the 
appropriate instrumentality. Reports of racoveries of 
lost, missing, of stolen securities are required to be 
made to the appropriate instrumentality and to a 
registered transfer agent for the issue. Where stolen 
securities were reported to a law enforcement agency, a 
report of recovery is required to be made to such 
agency. Recovery may only be reported by the 
institution which reported the security as missing lost 
of stolen. However, report of recovery may be made by 
a successor institution, trustee or the recovering 
institution where the reporting institution no longer 
exists. For certain exemptions applicable until 
December 31, 1978, see the section below entitled 
‘‘Pilot Program.’’ 


(c) Inquiry requirements. Paragraph (c) of Section 
240.17f-1 requires financial institutions to determine 
whether securities coming into their possession or 
keeping under certain circumstances have been 
reported as missing, lost, counterfeit or stolen. Inquiry 
with the appropriate instrumentality is required 
whenever securities are received, whether by pledge, 





121+ bears emphasis that not all financial institutions are 
reporting institutions as defined by Section 240.17f-1. 
If in doubt as to whether an entity is a reporting institu- 
tion, it is suggested that reporting institutions check the 
available reference works to determine whether the entity 
is an FDIC insured bank or other reporting institution 
enumerated in this section. 


transfer or in some other manner, unless they are 
received (1) from the issuer on original, (2) from 
another reporting institution, or (3) from a customer 
and are registered in the name of such customer or its 
nominee. Coupons are not required to be subject of 
inquiry. 


Under the section, inquiry would be required of a 
reporting institution whenever a non-reporting 
institution such as an individual submits securities in 
bearer form, street name or registered to a third 
person. All securities delivered to a reporting 
institution by the issuer or another reporting institution 
are exempt from inquiry regardless of the form of 
registration. '2 


The inquiry requirements as set forth in the section 
must be followed even though a2 reporting institution 
may determine through other means that the security is 
not lost or stolen. For example, if a bank takes a bearer 
security from a customer as collateral for a loan and the 
bank sends the security to the transfer agent for 
transfer to the bank’s name or the customers name, the 
bank must still make inquiry with the appropriate 
instrumentality. 


As a practical matter, however, a reporting institution 
may assume the inquiry responsibility of another 
reporting institution. This may be a common practice 
where Broker A clears on a fully disclosed basis for 
Broker B, and Broker B’s customers deliver their 
securities to Broker A. If Broker A, as part of its 
clearing arrangement, undertakes to make the required 
inquiry, Broker B would not have to make the inquiry. 


These exceptions are intended to make inquiry 
unnecessary in the majority of instances and to require 
inquiry in those circumstances most likely to involve 
missing, lost, couterfeit or stolen securities. The system 
has been designed to avoid undue disruption to the 
course of normal commercial transactions. 


When an inquiry reveals that the security in question 
has been reported as missing. lost or stolen, the 
inquiring institution will be provied with the name of 
the institution which reported the loss. In such 
instances, the sections does not set forth any further 
requirements. Consequently, the inquiring institution 
would be expected to follow current business practices 
in dealing with securities which it knows to be lost or 
stolen. 


As a part of the design of the Cornmission’s system, 
inquiries will be recirculated against reports of loss 
which may have come in subsequent to the inquiry. 
Through this procedure, the system will be able to 
indentify those securities which were negotiated before 
a lost or stolen securities report was received. 
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For certain exemptions which will be applicable until 
December 31, 1978, see the section below entitled 
‘*Pilot Program.”’ 


(d) Permissive Inquiry. Paragraph (d) describes the 
availability of the reporting and inquiry system to any 
reporting entity whether or not Section 240.17f-1 would 
require a report or inquiry. With respect to the granting 
of authority to make permissive inquiries, it should be 
pointed out that this authority is provided to allow 
sufficient flexibility when an inquiry is not mandated 
but suspicious circumstances are involved. The 
Commission, in allowing permissive inquiries, does not 
intent to incorporate an inquiry requirement into the 
bona fide purchaser doctrine each time a reporting 
institution receives a security certificate. The 
Commission recognizes that to require or to suggest 
inquiry in all cases would seriously jeopardize the 
ablilty of financial instituitons to function in an efficient 
manner. 


Section 240.17f-1 also provides that the Commission 
may grant other persons access to the system upon 
such terms or conditions as it deems necessary and 
appropriate in the public interest and for the protection 
of investors. The Commission recognizes that a 
number of foreign banks and other financial 
institutions, such as insurance companise, are not 
included in the definition of ‘‘reporting institution.’’ 
Consequently, securities received from such institu- 
tions which are not reqistered in the names of those 
institutions or their nominees are required to be the 
subject of inquiry under Section 240.17f-1. 


The Commission is aware that this may cause hardship 
to certain reporting institutions. In order to alleviate 
this hardship and to allow those reporting institutions 
dealing with these non-reporting financial institutions 
the &xemption allowed under pragraph (c)(1)(ii) of this 
section, the Commission encourages financial 
institutions not within the jurisdiction of this section to 
apply under paragraph (d) to become so included. The 
Commission, as a condition to granting such a status, 
will require those institutions to undertake to comply 
with Section 240.17f-1 on the same basis as a reporting 
institution.Letters requesting participation in the Lost 
and Stolen Securities Program should be denominated 
“‘Application for Designation as a Reporting Institution 
Pursuant to Section 240.17f-1’’ and should be 
addressed to the Division of Market Regulation.'* 





13 The letter should identify: 
1. The primary business of the financial institution. 


2. Whether the financial institution is registered with 
or regulated by any Federal, state or foreign govern- 
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The Commission shalihave the right to withdraw this 
designation upon written notice. The Commission will 
withdraw such designation if the financial institution 
violates its undertaking to comply with Section 
240.17f-1, applicable instructions issued by the 
Commission, its designee, or the Federal Reserve 
Banks, or if it does not remit the appropriate fees which 
are assessed for the use of the system. Such financial 
institutions shall not be charged a fee greater than that 
charged a reporting institution of comparable size. 


(e) Exemptions. Section 240.17f-1 provides in 
paragraph (e) that registered securities for which a 
Federal Reserve Bank of Branch is the securities for 
which a Federal Reserve Bank or Branch is the 
appropriate instrumentality or counterfeits of such 
securities are not the subject of required reporting and 
inquiry. Reports with respect to such securities should 
continue to be made to the U.S. Treasury Department 
or the Federal Reserve Bank of New York, in 
accordance with the outstanding Treasury instructions 
and current practices in the financial community. 
Where a stolen security is involved, reports are 
required to be made to the appropriate law 
Enforcement agency. 


With respect to coupons, the Commission stated in 
Release No. 34-13280 that, as a matter of 
interpretation, Section 240.17f-1 does not require 
reporting and inquiry with respect to coupons. 


(f) Recordkeeping. Paragraph (f) of Section 240.17f-1 
codifies the recordkeeping and record retention 
procedures establishes by the Lost and Stolen 
Securities Program.* Essentially copies of all Forms 
X-17F-1A filed pursuant to this section and all 
confirmations of inquiry or other information received 
from the appropriate instrumentality must be retained 
for a period of three years in an easily accessible place. 
Sections 240.17a-3 and 240.17a-4 have also been 





ment or agency thereof. 


3. Whether the institution engages in a retail securities 
business with non-institutional customers and the portion 
of such in relation to the institution’s total business. 


4. The names of the officers or principal shareholders of 
the financial institution. In the letter the financial insti- 
tution shall agree to comply with all applicable provisions 
of Section 240.17f-1 and applicable instructions issued by 
the Commission, its designee or the Federal Reserve Banks 
and shall agree to pay an appropriate fee for participation 
in the system. 


14 See Securities Exchange Act Release No. 13831 (August 
5; 1977). 





amended to incorporate these requirements into the 
general recordkeeping and retention provisions 
applicable to certain exchange members, brokers, and 
dealers. 


PILOT PROGRAM 


In order to implement Section 240.17f-1 in the most 
efficient manner, the Commission determined that it 
would be appropriate to institute a pilot program to 
monitor the effectiveness of the section and the system 
designed to carry out its provisions. Accordingly, 
Section 240.17f-1 will be inplemented on a pilot basis 
‘until December 31, 1978. 


During the pilot program, the Commission will not 
require certain reports and inquiries to be made which 
otherwise would be required under the section. 


1. Corporate and municipal securities not assigned 
CUSIP numbers will be exempt from required reporting 
and inquiry. Consequently, short term securities such 
as commercial paper are not subject to the 
requirements of Section 240.17f-1 during the pilot 
program.'® 


2. Transactions involving securities of less than 
$10,000 face value in the case of stocks will be exempt 
from Inquiry only. All losses, icluding those of less than 
$100,00, must be reported. 


3. Registered transfer agents are exempt from inquiry 
during the pilot program. 


On the basis of the impact studies conductd and the 
comment letters received, the Commission believes 
that aliowing these additional exemptions from 
reporting and inquiry during the pilot program wil 
allow the efficient implementation of a system to carry 
out the mandate of the Act. In addition, these 
exemptions will allow financial institutions subject to 
this section an opportunity to adapt to the operation of 
the section without undue disruption to the course of 
normal commercial transactions. During the pilot 
program, the Commission intends to monitor the 
appropriateness of these special exemptions in order to 
determine whether they should be retained 
permanently. These exemptions will expire on 
December 31, 1978 unless they are extended by the 
Commission. 





1S certificate is not exempt under this provision be- 
cause the certificate itself does not have a CUSIP number 
on it. In order to be exempt, the issue of which the partic- 
ular certificate is a part must not have been assigned a 
CUSIP number. 


APPROPRIATE INSTRUMENTALITIES AND 
OPERATION OF SYSTEMS 


Attached as Appendices III and IV to this release are 
descriptions of the general operations of the 
appropriate instrumentalities, including procedures for 
making reports and inquiries. With respect to securities 
for which a Federal Reserve Bank or Branch is the 
appropriate instrumentality, telephone numbers and 
mailing addresses pertinent for complicance with 
Secton 240.17f-1 are included in Appendix II!. A map of 
the twelve Federal Reserve Districts is also included to 
assist reporting Institutions in locating the closest 
Federal Reserve Bank of Branch. 


Appensix IV contains the operating procedures and a 
description of the system of the Securities Information 
Center, Inc., the Commission designee for receipt of 
reports and inquiries for which the Commission is the 
appropriate instrumentality. Included in these 
materials as Appendix V is a Registration form which 
must be completed and returned to the Commission’s 
designee no later than September 23, 1977. Each 
reporting institution must determine whether it will be 
a Direct or Indirect Inquirer of the System and so 
indicate on the Registration Form. 


The Commission has determined that the method of 
allocating fees and the fees to be charged are 
reasonable in making available to reporting institutions 
information regarding missing, lost, counterfeit or 
stolen securities pursuant to Section 17(f)(1)(A) of the 
Act. Authorized signatures and an indication as to 
whether the entity will ba a Direct or Indirect Inquirer 
must be provided to the Commission’s designee by 
September 23, 1977 in order for the reporting 
institution to be able to fulfill the requirements of 
Section 240.17f-1. The Commission wishes to 
emphasize that failure to submit the Registration Form, 
and if a Direct Inquirer to remit applicable fees when 
billed, will prevent access by a given reporting 
institution to be in violation of Section 240.17f-1. 


The Commission will study for reporting and inquiry 
during the pilot program and will make modifications 
where appropriate. 


EFFECTIVE DATES AND RESPONSIBILITIES 
OF APPROPRIATE INSTRUMENTALITIES 


The reporting and recordkeeping requirements of 
Section 240.17f-1 will become effective on October 3, 
19777; the inquiry requirements and the remaining 
provisions of the section will become effictive on 
January 2, 1977. 


The appropriate instrumentalities undertake no 


responsibility with regard to any party in maintaining 
the lists of missing, lost, counterfeit or stolen securities 
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or responding to inquiries pertaining thereto and will 
not be liable for any act of failure to act with respect to 
any procedures set forth in Section 240.17f-1. 


IMMOBILIZATION AND ELIMINATION 
OF CERTIFICATES 


It should be noted that this program is not intended to 
be a substitute for other steps which are being 
undertaken to improve securities processing, prevent 
losses and reduce risk of theft. The Commission 
continues to endorse the concepts of improved 
securities processing and certificate Immobilization and 
elimination through greater use of depostitories and 
book entry systems. It is expected that this program 
will be developed in a manner appropriate to meet 
existing needs and will be flexible enough to adjust to 
changing circumstances. 

By the Commission. 


George A. Fitzsimmons 
Secretary 


August 5, 1977 1977 


APPENDIX | 
§240.17f-1 Requirments for reporting and inquiry with 


respect to missing, lost counterfeit or stolen securities. 


(a) Definition-(1) Reporting Institution 


For purposes of this section, the term ‘‘reporting 
institution’’ shall include every national securities 
exchange, member thereof, registered securities 
association, broker, dealer, municipal securities dealer, 
registered transfer agent, registered clearing agency, 
participant therein member of the Federal Reserve 
System and bank whose deposits are insured by the 
Federal Deposit Insurance Corporation. 


(2) Appropriate instrumentality. For purposes of this 
section the term ‘‘appropriate instrumentality’’ shall 
mean: 


(i) Any Federal Reserve Bank or Branch thereof with 
respect to securities issued by: 


(A) The United States Government, 


(B) Any agency or instrumentality of the United 
States Government, 


(C) The International Bank for Reconstruction and 
Development, 


(D) The Inter-American Bank, or 
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(E) The Asian Development Bank; and 


(li) The Securities and Exchange Commission with 
respect to all other securities. 


(b) Reporting requirements-(1) Stolen Securities. 
(i) Every reporting institution shall report to the 
appropriate instrumentality and to a registered transfer 
agent for the issue the discovery of the thet or loss of 
any security where there is substantial basis for 
believing that criminal activity was involved. Such 
report shall be made within one business day of the 
discovery and, if the certificate numbers of the 
securities cannot be ascertained at that time, they shall 
be reported as soon thereafter as possible. 


(ii) Every reporting institution shall promptly report 
to the appropriate law enforcement agency upon the 
discovery of the theft or loss of any security where there 
is substantial basis for believing that criminal activity 
was involved. 


(2) Missing or lost securities. Every reporting 
institution shall report to the appropriate instrumental- 
ity and to a registered transfer agent for the issue the 
discovery of the loss of any security where criminal 
actions are not suspected when the security has been 
missing or lost for a period of two business days. Such 
report shall be made within one business day of the end 
of such period except that: 


(i) Securities lost in transit to customers, transfer 
agents, banks, brokers or dealers shall be reported by 
the delivering institution no later than two business 
days after notice of non-receipt or as soon after such 
notice as the certificate numbers of the securities can 
be ascertained. 


(ii) Securities considered lost or missing as a result of 
securities counts or verifications required by rule, 
regulation or otherwise (e.g. dividend record date 
verification made as a result of firm policy or internal 
audit function report) shall be reported no later than ten 
business days after completion of such securities count 
or verification or as soon after such count or 
vertification as the certificate numbers of the securities 
can be ascertained. 


(iii) Securities not received during the completion of a 
delivery, deposit or withdrawal shall be reported in the 
following manner: 


(A) Where delivery of securities is through clearing 
agency, the delivering institution shall supply the 
receiving institution the certificate number of the 
security within two business days from the date of 
request from the receiving institution. The receiving 
institution shall report within one business day of 
notification of the certificate number; 





(B) Where the delivery of securities is over the 
window and where the delivering institution has a 
receipt, the delivering institution shall supply the 
receiving institution the certificate numbers of the 
securities within two business days from the date of 
request from the receiving institution. The receiving 
institution shall report within one business day of 
notification of the certificate number; 


(C) Where the delivery of securities is over the 
window and where the delivering institution has no 
receipt, the delivering institution shall report within 
two business days of notification of non receipt by the 
receiving institution; or 


(D) Where delivery of securities is made by mail or 
via draft, if payment is not received within ten business 
days, the delivering institution shall confirm with the 
receiving institution the failure to receive such delivery; 
if confirmation shows non-receipt, the delivering 
institution shall report within two business days of such 
confirmation. 


(3) Counterfeit securities. Every reportin institution 
shall report the discovery of any counterfeit security to 
the appropriate instrumentality and the appropriate law 
enforcement agency within one business day of such 
discovery. 


(4) Recovery. Every reporting institution shall report 
the recovery or finding of any security previously 
reported missing, lost or stolen pursuant to this section 
to the appropriate instrumentality and to a registered 
transfer agent for the issue within one business day of 
such recovery or finding. If a report of stolen securities 
was made to the appropriate law enforcement agency, a 
report of such recovery shall also be made to such 
agency. Recovery may only be reported by the 
institution which reported the security as missing, lost 
or stolen. 


(5) Information to be reported. All reports made 
pursuant to this section shall include, if applicable or 
available, the following information with respect to 
each security: 

(i) Issuer; 

(ii) 
(iii) 
(iv) 
(v) 
(vi) 


Type of security and series; 
Date of issue; 
Maturity date; 
Denomination; 


Interest rate; 


(vii) Certificate number, including alphabetical prefix 
or suffix; 


(viii) Name in which registered; 
(ix) 


(x) 


Distinguishing characteristics, if counterfeit; 
Date of discovery of loss or recovery; 
(xi) CUSIP number; and 


(xii) FINS number. 


(6) Forms. All reports made pursuant to this section 
shall be made on Form X-17F-1A. 


(c) Required inquiries. (1) Every reporting institu- 
tion shall inquire of the appropriate instrumentality 
with respect to every security which comes into its 
possession or keeping, whether by pledge, transfer, or 
otherwise, to ascertain whether such security has been 
reported as missing, lost, counterfeit or stolen, unless 


(i) The security is received directly from the issuer or 
issuing agent at issuance; 


(ii) The security is received from another reporting 
institution or Federal Reserve Bank in its capacity as 
fiscal agent; 


(iii) The security is received from a customer of the 
reporting institution and is registered in the name of 
such customer or its nominee. 


(2) Form of inquiry. Inquiries shall be made in such 
manner as prescribed by the appropriate instrumental- 
ity. 


(d) Permissive reports and inquiries. Every reporting 
institution may report to or inquire of the appropriate 
instrumentality with respect to any security not 
otherwise required by this section to be the subject of a 
report or inquiry. The Commission on written request 
or upon its own motion may permit reports to and 
inquiries of the system by any other person or entity 
upon such terms and conditions as it deems appropriate 
and necessary in the public interest and for the 
protection of investors. 


(e) Exemptions. Registered securities of the United 
States Government, any agency or instrumentality of 
the United States Government, the International Bank 
for Reconstruction and Development, the Inter- 
American Development Bank, or the Asian Develop- 
ment Bank, and counterfeit securities of such entities 
are not subject to the provisions of this section relating 
to reporting and inquiry with the appropriate 
instrumentality. 
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(f) Recordkeeping. Every reporting institution shall 
maintain and preserve in an easily accessible place for 
three years copies of all Forms X-17F-1A filed pursuant 
to this section and all confirmations or other 


information received from the appropriate instru- 
mentality or its designee as a result of inquiry. 





APPENDIX II 


Please Type or 
Print Clearly 


1, REPORTING INSTITUTION: NAME 


FORM X-17F-1A 
MISSING /LOST/STOLEN/COUNTERFEIT 
SECURITIES REPORT 


Designee’s Use Only 








Date / File Number 





ADDRESS 





ZIP CODE 





ATTENTION: 





Fins sic wentiFiER NuwBer [] EE] 1 OO O o/« 70-94 3 


0 LOss 


3. DATE OF LOSS/RECOVERY 


2. TYPE OF REPORT 


O RECOVERY 


CJ UPDATE 


O CONFIRMATION 





4. TYPE OF SECURITY 


CONVERTIBLE 


* MUNICIPAL 
BOND DEBENTURE 


fea) RIGHT 


(_] OPTION 


5. NAME OF ISSUER _ 


ie COMMON 
STOC 


(J orner 


C) PREFERRED CT CORPORATE 
STOCK BOND 


1) NOTE Oo WARRANT 


a DEBENTLU RE 








6. INTEREST RATE 





8. CUSIP NUMBER 


9. NAME OF REGISTERED HOLDER 


7. MATURITY DATE 





oe Led SD ee a 





10. CERTIFICATE /SERIAL NUMBERS 


11. DENOMINATION /SHARES 12. ISSUE DATE 

















13. TOTAL CURRENT MARKET OR FACE VALUE $ 


13a. ADDITIONAL PAGES ATTACHED 





14. [_} CRIMINALITY INDICATED 
1s. (_]COUNTERFEIT 





If Counterfeit 


17.0] 


REPORTS FILED WITH: 16. [_] DATA BANK 


- Distinguishing Characteristics 


TRANSFER AGENT 18. ia) LAW ENFORCEMENT 





AUTHORIZED SIGNATURE 
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Instruction 


Note—Section 240.17f-1 does not require reporting of 
coupons. Municipal or corporate securities not assigned 
CUSIP Numbers are not the subject of reporting and 
inquiry during the pilot program. 


Forms for which the Commission is the appropriate 
instrumentality should be mailed to the Commission’s 
designee: 


Securities Information Center, Inc. 
Post Office Box 421 
Wellesley Hills, Massachusetts 02181 


1. Reporting Institution—Enter reporting institution 
name, address and FINS number, with Securities 
Information Center-assigned suffix, if any. 


2. Type of Report—Check whether report is a new 
report (‘‘Loss’’), report of recovery of previously 
reported loss (‘‘Recovery’’), or update or correction of 
report other than recovery (‘‘Update’’). Additionally, if 
the report is a confirmation of a loss, recovery, or 
update made by telex or telephone, also check the box 
marked ‘‘Confirmation.’’ 


3. Date—Enter date when loss was noticed, theft 
occurred, when counterfeit was discovered or 
suspected, or when security was found or recovered. 
When submitting updates, corrections or confirma- 
tions, enter date of loss or recovery. 


4. Type of Securites— Check the box which most nearly 
describes the type of security. If none of the 
classifications adequately describes the security, check 
‘‘Other’’ and describe the security in the space 
provided. 


5. Issuer—Print or type the name of issuing company, 
agency or organization as set out on the security even 
though the security may have been lost, stolen, or 
missing prior to being ‘‘issued’’ by the appropriate 
authority. 


6. Interest Rate—If interest rate was indicated, enter 
this information. 


7. Maturity Date—Enter maturity date where 
applicable. 


8. CUSIP Number—Enter entire CUSIP Number. 


9. Name of Registered Holder—Clearly print or type 
the full name of person (individual, company, bank, 
brokerage house, etc.) to whom the security is 
registered exactly as it appears on the security. Enter 
the word ‘‘Bearer’’ when document is a_ bearer 
security. 


10. Certificate/Serial Numbers—Enter certificate or 
serial number(s) including all suffixes and prefixes. If 
certificates have not been issued, enter the control 
number. Series may be indicated by the first and last 
numbers separated by a dash and followed by the word 
‘*Series’’. Certificate or serial numbers of certificates of 
the same CUSIP number which are not in sequential 
order should be listed separately on each line. If 
additional space is required, attach a sheet containing 
information in the same format as item 10 and check 
Item 13a. 


11. Denomination/Shares—Enter in numerical form 
the amount of money represented hy bonds, 
debentures, notes and other securities (except stock 
warrants and rights) as indicated on the certificates. If 
amount was not indicated on the certificate, enter the 
word ‘‘Blank.’’ 


For stocks, enter the number of shares represented by 
the certificates, not the par value of the stock. If 
number of shares is not represented, enter the word 
**Blank.’’ 


For warrants and rights, enter in numerical form the 
number of shares which the document entitles the 
owner to purchase. 


12. Issue Date—Enter issue date of security. If 
certificates have not yet been issued, indicate this fact. 


13. Total Current Market of Face Value—For stocks, 
rights and warrants, enter the approximate total 
current market value. For bonds, enter the face value of 
the certificate. 


13a. Additional Pages Attached—For a nonsequential 
series of certificates having the same CUSIP number, 
additional pages listing securities to be reported may 
be attached. (See Instruction 10). If additional pages 
are attached, check this Item. 


14. Criminality Indicated—If reporting a loss, check 
when a substantial belief of criminality is indicated. 


15. Counterfelt— Describe distinguishing characteris- 
tics of suspected counterfeit securities. 


16. Filed with Data Bank—Check if filed with the 
Commission’s Designee or a Federal Reserve Bank or 
Branch as appropriate. 


17. Filed with Transfer Agent—Check to indicate that 
you have sent a copy of this report to a Transfer Agent 
for the issue. 


18. Filed with Law Enforcement—Check if you sent a 
copy of this report to the appropriate law enforcement 
agency when required. 
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19. Authorized Signature—Form X-17F-1A must have 
authorized signature to be accepted by the System. 
With respect to those reports filed with the 
Commission’s designee, such signatures must be on 
file with the designee. Copies of reports sent to a 
transfer agent and the appropriate law enforcement 
agency should contain an original signature. 


20. Date—Enter date when form is signed. 
APPENDIX III 


REPORTS AND INQUIRIES REGARDING LOST OR 
STOLEN UNITED STATES GOVERNMENT AND 
AGENCY SECURITIES FOR WHICH THE FEDERAL 
RESERVE BANKS ARE THE APPROPRIATE 
INSTRUMENTALITY 


On December 16, 1976, the Securities and Exchange 
Commission adopted 17 CFR 240.17f-1, which requires 
all financial institutions covered by the section to report 
to the appropriate instrumentality any instance of loss 
or theft of certain securities and, with certain 
exceptions, to make inquiry prior to the completion of 
any transaction involving these securities. The section 
will be implemented in two phases. The first part to be 
implemented will be the reporting requirement, which 
will go into effect on October 3, 1977. The second part, 
the inquiry requirement, will go into effect on January 
2, 1978. 


The Federal Reserve Banks have been designated as 
the ‘‘appropriate instrumentality’’ for receiving reports 
of and inquiries as to lost, missing, counterfeit or stolen 
United States Government and Agency securities. As 


used in this circular, the term ‘‘Government and 
Agency securities’’ includes securities issued by the: 


United States Treasury 

Banks for Cooperatives 

District of Columbia Armory Board 
Export-Import Bank of the United States 
Farm Credit Administration 

Farmers Home Administration 

Federal Financing Bank 

Federal Home Loan Banks 

Federal Home Loan Mortgage Corporation 
Federal Housing Administration 

Federal Intermediate Credit Banks 
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Federal Land Banks 
Federal National Mortgage Association 


Government National Mortgage Association 
(does not Include Pass-Through Securities) 


Small Business Administration 

Student Loan Marketing Association 

Tennessee Valley Authority 

United States Postal Service 

Washington Metropolitan Area Transit Authority 
Asian Developement Bank 


International Bank for Reconstruction and Develop- 
ment 


Since late 1970, the Federal Reserve Banks have been 
operating a checklist procedure designed to assist in 
the identification of lost and stolen Government and 
Agency securities. The development of the checklist 
procedure had been spurred in late 1969 by a marked 
increase in the incidence and magnitude of thefts of 
United States Government and Agency securities from 
banks and other financial institutions. 


The reporting and inquiry phases of Section 240.17f-1 
will be operated on a one-year pilot basis beginning 
January 2, 1978, when the inquiry requirement 
becomes effective. The section covers every national 
securities exchange, member thereof, registered 
securities association, broker, dealer, municipal 
securities dealer, registered transfer agent, registered 
clearing agency, participant therein, member of the 
Federal Reserve System, and bank whose deposits are 
insured by the Federal Deposit Insurance Corporation. 
While the section requires reports and inquiries on 
Government and Agency securities from those financial 
institutions, the Federal Reserve Banks will also accept 
reports from and respond to inquiries from any other 
financial institution. 


It should be noted that the Federal Reserve Banks 
undertake no responsibility with regard to any party in 
maintaining the list of lost or stolen securities or 
responding to Inquiries pertaining thereto and will not 
be liable for any act or failure to act with respect to any 
procedures set forth in Section 240.17f-1. Furthermore, 
the list maintained by the Federal Reserve Banks 
pursuant to such section is not a ‘‘caveat’’ or ‘‘stop 
payment’’ list. 


REPORTS (beginning October 3, 1977) 





Reports of lost, missing, counterfeit or stolen securities 
should be made in writing, using SEC Form X-17F-1A. 
A copy of the form is included in SEC Release No. 34-to 
which this material is appended. Copies of the form will 
be available at all SEC Regional Offices after 
September 1, 1977. All recoveries must also be 
promptly reported in writing, using the same form, by 
the institution that reported the loss. A list of mailing 
addresses to which reports may be sent follows this 
description of reporting and inquiry procedures. A map 
of the twelve Federal Reserve Districts is also included 
to assist reporting institutions in locating the nearest 
Federal Reserve Bank. 


INQUIRIES (beginning January 2, 1978) 


All financial institutions covered by section 240.17f-1 
will also be required to make inquiry with respect to 
every bearer Government or Agency security (including 
registered securities assigned in blank), which comes 
into its possession or keeping, whether by pledge, 
transfer or otherwise, to ascertain whether that security 
has been reported as lost, missing, counterfeit or stolen 
unless: 


1) the security is received directly from the issuer or 
issuing agent at issuance, or 

2) the security is received from another reporting 
institution or from a Federal Reserve Bank in its 
capacity as fiscal agent. (All securities received from a 
Federal Reserve Bank are exempt from the Section 
240.17f-1 inquiry requirement except securities 
received on a withdrawal from a safekeeping or other 
custodial account where the securities were not held in 
book-entry form.) 


Inquiries, as well as requests for general information 
regarding the use of the Federal Reserve Bank 
checklist procedure, may be made by telephone as 
indicated in the list which follows. Response by the 
Federal Reserve Office will be in the form of a return 
call, which will be promptly confirmed in writing. 


Reports of an inquiries as to registered Government 
and Agency securities (unless assigned in biank) are 
not covered by Section 240.17f-1 but may be made to 
the appropriate transfer agent (either the U.S. Treasury 
Department for Treasury and Federal Land Bank 
issues, or the Federal Reserve Bank of New York for 
other Agency issues, including securities issued by 
international organizations). Any reports of or inquiries 
as to counterfeit securities should be directed to the 
appropriate law enforcement agencies. 


The checklist procedure is designed to help recover lost 
or stolen securities and to prevent their use in normal 
commerce. Of even greater importance are measures 
designed to minimize the risk of loss or theft of 
securities. In this respect, the book-entry procedure for 


Government and Federal Agency securities affords the 
optimal solution to the problem of securities thefts. 
Currently more than 87 percent of the eligible 
marketable Government and Federal Agency issues are 
held in book-entry form. However, about $63 billion 
still remains outstanding in definitive form—much of it 
in the custody of banks. Both the Federal Reserve 
System and the Treasury have been working to extend 
the use of the book-entry-procedure, and banks are 
urged to utilize the procedure to the maximum extent 
possible. 


Reports and Inquiries Regarding Lost or Stolen 
United States Government and Agency Securities 


Federal Reserve Bank and Branch 
Addresses and Telephone Numbers: 


First Federal Reserve District 


Securities Department 

Federal Reserve Bank of Boston 
30 Pearl Street 

Boston, Massachusetts 02106 
617-426-7100 Ext. 351 


Second Federal Reserve District 


Government Bond Division 

Federal Reserve Bank of New York 
New York, New York 10045 
212-791-5359 


Buffalo Branch 

(inquiries only) 

Collection Loans, and 

Fiscal Agency Division 
716-849-5043 or 716-849-5130 


Third Federal Reserve District 


James B. Duffy, Manager 
Government Bond Division 

Federal Reserve Bank of Philadelphia 
P.O. Box 90 

Philadelphia, Pennsylvania 19105 
215-574-6190 

Robert Carey 215-574-6191 


Fourth Federal Reserve District 


Securities Department 

Federal Reserve Bank of Cleveland 
P.O. Box 6387 

Cleveland, Ohio 44101 
216-241-2800 
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Securities Department 
Cincinnati Branch 
P.O. Box 999 
Cincinnati, Ohio 45201 
513-721-4787 


Securities Department 
Pittsburgh Branch 

Federal Reserve Bank 

P.O. Box 867 

Pittsburgh, Pennsylvania 15230 
412-261-7912 


Fifth Federal Reserve District 


Federal Reserve Bank of Richmond 
P.O. Box 27622 

Richmond, Virginia 23261 
804-649-3611 Ext. 290 


Baltimore Branch 

Federal Reserve Bank 
P.O. Box 1378 

Baltimore, Maryland 21203 
301-539-6552 Ext. 275 


Charlotte Branch 

Federal Reserve Bank 

P.O. Box 300 

Charlotte, North Carolina 28230 
704-373-0200 Ext. 266 


Sixth Federal Reserve District 


Federal Reserve Bank of Atlanta 
104 Marietta Street, N.W. 
Atlanta, Georgia 30303 
404-586-8647 


Birmingham Branch 

Federal Reserve Bank 

P.O. Box 10447 
Birmingham, Alabama 35202 
205-252-3141 Ext. 215 


Jacksonville Branch 
Federal Reserve Bank 

515 Julia Street 
Jacksonville, Florida 32231 
904-632-4243 


Miami Branch 
Federal Reserve Bank 
P.O. Box 520847 
Miami, Florida 33152 
305-445-6281 Ext. 192 
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Nashville Branch 

Federal Reserve Bank 

301 Eighth Avenue North 
Nashville, Tennessee 37203 
615-259-4006 Ext. 281 


New Orleans Branch 

Federal Reserve Bank 

P.O. Box 61630 

New Orieans, Louisiana 70161 
504-586-1505 Ext. 240 


Seventh Federai Reserve District 


Government Securities Division 
Federal Reserve Bank of Chicago 
230 South LaSalle Street 
Chicago, IIlinois 60690 
312-322-5941 or 312-322-5947 


Government Securities Division 
Detroit Branch 

Federal Reserve Bank 

160 West Fort Street 

Detroit, Michigan 48226 
313-961-6880 Ext. 292 or 293 


Eighth Federal Reserve District 


Federal Reserve Bank of St. Louis 
P.O. Box 422 

St. Louis, Missouri 63116 

Att: Treasury Issues Division 
314-421-1700 Ext. 203 


Little Rock Branch 

Federal Reserve Bank 
P.O. Box 1261 

Little Rock Arkansas 72203 
Att: Securities Department 
501-372-5451 


Louisville Branch 

Federal Reserve Bank 
P.O. Box 899 

Louisville, Kentucky 40201 
Att: Securities Department 
502-7351 


Memphis Branch 

Federal Reserve Bank 

P.O. Box 407 

Memphis, Tennessee 38101 
Att: Securities Department 
901-523-7171 





Ninth Federal Reserve District 


Gerald J. Mallen, Manager 
Securities Custody Division 
Securities Department 

Federal Reserve Bank of Minneapolis 
Minneapolis, Minnesota 55480 


Tenth Federal Reserve District 


Fiscal Agency Department 

Federal Reserve Bank of Kansas City 
Federal Reserve Station 

Kansas City, Missouri 64198 

Delores Forman 816-881-2783 


Denver Branch 

Federal Reserve Bank 

1020 16th Street 

P.O. Box 5228, T.A. 

Denver, Colorado 80217 

Bob Lundgren 303-292-4020 Ext. 253 


Oklahoma City Branch 

Federal Reserve Bank 

P.O. Box 25129 

Oklahoma City, Oklahoma 73125 
Sherman Huff 405-235-1721 Ext. 181 


Omaha Branch 

Federal Reserve Bank 

102 South 17th 

Omaha, Nebraska 68102 

Ivar Andreasen 402-341-3610 Ext. 241 


Eleventh Federal Reserve District 


Federal Reserve Bank of Dallas 
Securities Department 
Marketable Issues Division 
Station K 

Dallas, Texas 75222 

Mary M. Rosas 214-651-6384 
Donald E. Curtis 214-651-6360 


Houston Branch 

Federal Reserve Bank 

Fiscal Agency Department 

P.O. Box 2578 

Houston, Texas 77001 

K.S. Savage 713-659-4433 Ext. 74 


J.W. Lockhart 713-659-4433 Ext. 75 


San Antonio Branch 

Federal Reserve Bank 

Cash-Fiscal Agency Department 

P.O. 1471 

San Antonio, Texas 78295 

A.G. Valencia, Jr. 512-224-2141 Ext. 60 
M.E. Stehling 512-224-2141 Ext. 62 


El Paso Branch 

Federal Reserve Bank 
Cash-Fiscal Agency Department 
P.O. Box 100 

El Paso, Texas 79999 


Twelth Federal Reserve District 


Federal Reserve Bank of San Francisco 
Fiscal Department 

P.O. Box 7702 

San Francisco, California 94120 
415-554-2330 or 2331 


Los Angeles Branch 

Federal Reserve Bank 

Fiscal Department 

P.O. Box 2077 

Los Angeles, California 90051 
213-683-8377 


Portland Branch 
Federal Reserve Bank 
Fiscal Department 

P.O. Box 3436 
Portland, Oregon 97208 
503-228-7584 


Salt Lake City Branch 
Federal Reserve Bank 
Fiscal Department 

P.O. Box 780 

Salt Lake City, Utah 84110 
801-355-3131 


Seattle Branch 
Federal Reserve Bank 
Fiscal Department 
P.O. Box 3567 
Seattle, Washington 
206-442-7269 
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The Federal Reserve System 


Boundaries of Federal Reserve Districts and Their Branch Territories 
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APPENDIX IV 


The Lost, Missing, Stolen and Counterfeit 
Securities Information System 


DESCRIPTION OF THE SYSTEM 


The Securities Exchange Commission designated the 
Securities Information Center, Inc. (the ‘‘Designee’’), a 
subsidiary of ITEL Autex, Inc., to operate the Lost, 
Stolen, Missing and Counterfeit Securities Information 
System (the ‘‘System’’) to receive and process reports 
and inquiries for which the Commission is the 
appropriate instrumentality under 17 CFR §240.17f-1. 
The system is to operate as a pilot program with 
Reports to the System beginning on October 3, 1977 
and Inquiries to the System commencing on January 2, 
1978. The pilot program will end on December 31, 1978. 


It is the intention of the Commission and the Designee 
to operate a system which wili, with sufficient flexibility 
and at the lowest possible cost, meet the needs of the 
industry and fulfill the intent of Congress. It is 
estimated that during the Pilot year the System will on 
the average process 10,000 reports and inquiries a day. 
In the early months of the Pilot, users should anticipate 
minor problems which usually accompany the start-up 
of a new system. As experience is gained with the 
operation of the System, user requirements will be 
better defined and procedures will be modified to 
improve the operation of the System and insure the 
ultimate success of the program. 


This material briefly describes how the System will 
operate, -defines terms and service options, and 
provides a schedule of fees which will be charged in 
connection with the service. 


Reporting Requirements 


Securities and Exchange Commission Release Nos. 
34-13053, 34-13280, and 13831 define the organizations 
(Reporting Institutions) which are required to report to 
and make inquiries of the System. The releases also 
specify when reports and inquiries are required. The 
rule provisions and important explanatory information 
has been republished is SEC Release No. 34-13832, to 
which this Description of the System is an appendix. 


Reports 


A Report is a notice to the System and to a transfer 
agent for the issue of 1) securities lost, stolen, missing 
or discovered to be counterfeit; 2) recovery of securities 
previously reported lost, stolen, missing; or 3) a 
correction or update of a previous report other than 
recovery. 


All Reporting Institutions are required to make Reports 


enumerated in Paragraph (b) of Rule 17f-1 directly to 
the appropriate instrumentality . All Reports must be 
make on Form X-17F-1A and signed by an authorized 
individual whose signature is on file with the Designee. 
Reports for which the Commission is the appropriate 
instrumentality should be mailed to P.O. Box 421, 
Wellesley Hills, Massachusetts 02181. 


Reports can be made voluntarily for situations in which 
Reporting Institutions are exempt from reporting 
requirements. However, all reports must relate to 
securities which have a CUSIP Number and must show 
that number to be accepted by the System. 


Preliminary Reports may also be made by telephone or 
telex. Preliminary Reports should include the 
Reporting Institution’s FINS Number’, the CUSIP 
Number and Certificate Numbers (including all prefixes 
and suffixes) of the securities, and indication of 
whether of not criminality is suspected. Preliminary 
Reports must be followed by a written report on Form 
X-17F-1A signed by an authorized individual and 
mailed to P.O. Box 421, Wellesley Hills, Massachusetts 
02181. 


The Designee will send a written Report Confirmation 
to the Reporting Institution on a weekly basis. 


ON OCTOBER 3, 1977 THE SYSTEM WILL BE IN 
OPERATION TO RECEIVE REPORTS AND INSTITU- 
TIONS REQUIRED TO REPORT MUST BEGIN DOING 
SO ON THST DATE. 


Inquiries 


Inquiries are made of the system to determine if 
securities coming into the possession or control of a 
Reporting Institution have been previously reported as 
lost, stolen, missing or counterfeit. 


Reporting Institutions must either be Direct Inquirers 
or Indirect Inquirers of the System. Direct Inquirers 
make Inquiries of the System by using the telephone, 
telex, mail or magnetic tape sent to the Designee. 
Alternatively, a Reporting Institution can participate a 
as Indirect Inquirer by arranging with a Direct Inquirer 
to act on its behalf in making Inquiries of the System. 


Upon registering with the System as a Direct Inquirer, 
the Reporting Institution will be assigned appropriate 
Access Codes. Each time the Reporting Institution 
makes an Inquiry of the System, whether on its own 
behalf or on behalf of another institution, the code will 





*Information on where your FINS number can be located 
is contained in SEC Release No. 34-13832, to which this 
material is appended. 
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be used to insure that only authorized Direct Inquirers 
have access to the System. 


In addition to the Reporting Institution’s Access Code, 
the Inquiry must include the institution’s FINS Number 
and the securities’ CUSIP and certificate numbers 
(including all suffixes and prefixes). Multiple Inquiries 
can be made in a single mailing, telephone call of telex 
transmission. 


Institution that anticipate a large volume if Inquiries or 
Reports on a regular basis may elect to input to the 
System via magnetic tape. Such Reporting Institutions 
should contact the Designee for specifications and 
procedures. 


A Direct Inquirer can access the System from various 
Stations within its organization. A Station is a 
department or branch location that will have its own 
Access Code and telephone contact. 


Direct Inquirers making Inquiries from more than one 
station can register the additional stations as either 
Primary or Secondary Access Stations. A Secondary 
Station makes Inquiries of the System directly but has 
its written confirmations directed by the Designee to a 
Primary Access Station of the Institution. A Primary 
Access Station receives confirmations for its 
own use of the System and for use by its Secondary 
Access Stations, if any. At least one location of each 
Direct Inquirer must be registered as a Primary Access 
Station. No other stations are required. Every 
Secondary Station must be associated with one and only 
one Primary Station. 


Processing of Inquiries 


After authorized access for purposes of making an 
Inquiry has been established, the System will assign 
the Inquiry a Validation Number which confirms for the 
Direct Inquirer that the Inquiry was made. 


The System will then search the data base to determine 
if the CUSIP and certificate numbers in the Inquiry 
match those in a Report previously submitted. If so, the 
inquiring institution will be notified immediately of the 
match. This Positive Confirmation will include 
instructions on how to contact the Reporting Institution 
which submitted the matching Report and notice, if 
any,of suspected criminality. 


Written confirmations of Inquiries that did not result in 
a match (Negative confirmations) will be mailed to the 
Direct Inquirer monthly along with Report Confirma- 
tions. Confirmations will be mailed to the Primary 
Access Station. 


An optional Prompt Written Confirmation Service will 
be available to Direct Inquirers at additional cost. With 
this service, the Primary Access Station will receive 
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prompt confirmation by mail of all Inquiries (and 
whether Positive or Negative) and of all Reports 
received by the System from that station or its 
Secondary Access Stations. There will be one such 
mailing for each day on which Reports and/or Inquiries 
were received from the Station or its Secondary Access 
Stations. 


ON JANUARY 2, 1978 THE SYSTEM WILL BE IN 
OPERATION TO RECEIVE INQUIRIES, AND 
INSTITUTIONS REQUIRED TO MAKE INQUIRIES 
MUST BEGIN DOING SO ON THAT DATE. 


Schedule of Charges 


Under a pricing structure and schedule of fees 
approved by the Commission, organizations that are 
Direct Inquirers will be charged 1) an annual 
Registration Fee, 2) a one-time Assessment to cover 
System Development, and 3) Usage Fees. An Indirect 
Inquirer must make separate arrangements with the 
Institution that makes Inquiries on its behalf to 
compensate that Direct Inquirer for its costs and 
services. 


Fees do not cover participant’s use of the mails, 
telephone or telex for making Reports or Inquiries, nor 
any training or education of employees of Direct or 
Indirect Inquirers in connection with the use of the 
System. 


Registration: This annual fee for Direct Inquirers 
covers the cost of maintaining registration data, 
assignment of Access Codes, and billing of all charges. 


FOR EACH PRIMARY ACCESS STATION 
$18.00 For the Pilot Year 

FOR EACH SECONDARY ACCESS STATION 
$9.00 For the Pilot Year 


System Development: There will be a one-time 
assessment to cover the costs of development of 
software and hardware to operate the System. The 
costs of development will be divided evenly among all 
Direct Inquirers and the per user charge will depend on 
the number of Direct Inquirers. 


ESTIMATED ONE-TIME ASSESSMENT 


(Based on anticipated 5,000 Direct Users) 
$30.00 


Usage: These fees will cover the costs of verification of 
authorized System access, matching of Reports and 
Inquiries, notification of matches, and confirmation of 
Inquiries. 





Usage charges will be billed quarterly in advance to a 
single Primary Access Station. The charges outlined 
below are based on estimates of the number of Direct 
Inquirers in each size classification (5,000 total) and of 
the aggregate number of Inquiries (10,000 per day). 


Type Size 


The first quarterly billing will be adjusted to reflect the 
actual number of Direct Inquirers in each size 
classification. Subsequent quarterly billings will be 
adjusted to reflect actual aggregate volume of 
Inquiries. 


Estimated Usage Charges 





Banks 


Amount of Deposits 


Annual 


Quarterly 





Over $1 Billion 


$500 Million to 
$1 Billion 


Less than $500 
Million 


$2,400.00 


1,200.00 


50.00 


$600.00 


300.00 


12.50 





Securities 
Organiza- 
it 3.0ns 


Annual Revenue (iicst 
‘recent fisesl veer) 


Annual 


Quarterly 





over $25 Million 


$5 Million to 
$25 Million 


$500,000 to 
$5 Million 


Less than $500,000 


$2,400.00 


1,650.00 
360.00 


100.00 


$600.00 


412.50 


90.00 


25.00 





Non-Benk 
Transfer 


Number of Shares 
Issued Last Year 


Annual 


Quarterly 





Agents 
200,000 shares 
or more 


Shares 








Less than 100,000 


$90.00 $22.50 


50.00 12.50 














Prompt Written Confirmation Service (Optional) 


For mailing of Prompt Written Confirmations of all 
Inquiries and Reports received from a Direct Inquirer 
each day via mail, telephone or telex 


Each Primary Access Station using the Service 
$16.00/ Quarter 


Additional information, including procedural instruc- 
tions and telephone and telex numbers, will be mailed 
to Direct Inquirers after registration forms have been 
received and processed. 


APPENDIX V 
Lost, Stolen, Missing and Counterfeit 
Securities Information System 
REGISTRATION FORM 


ORGANIZATIONS REQUIRED BY SECURITIES AND 
EXCHANGE COMMISSION RULE 17f-1 (UNDER 
SECTION 17(f) OF THE SECURITIES AND 
EXCHANGE ACT OF 1934 AS AMENDED BY PUBLIC 
LAW NUMBER 94-29 (JUNE 4, 1975) TO MAKE 
REPORTS TO AND INQUIRIES OF THE LOST, 
STOLEN, MISSING AND COUNTERFEIT SECURI- 
TIES INFORMATION SYSTEM ARE SHOWN BY 
CATEGORIES BELOW. ALL SUCH ORGANIZATIONS 
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MUST COMPLETE AND RETURN THIS FORM TO 
THE SECURITIES INFORMATION CENTER, INC. 
(‘‘DESIGNEE’’) BY SEPTEMBER 23, 1977 IN ORDER 
TO BE ABLE TO FULFILL THEIR RESPONSIBILITIES 
UNDER THE LAW. 
FILL OUT AND RETURN THIS FORM TO: 

Securities Information Center, Inc. 

Post Office Box 421 

Wellesley Hills, Massachusetts 02181 
Entities (‘‘Reporting Institutions’’) required to make 
Reports of and Inquiries to the System (check each 
classification appropriate to you): 

. Federal Reserve System Member 


. Bank whose deposits are insured by the 
Federal Deposit Insurance Corporation 


. National Securities Exchange 
. National Securities Exchange Member 
. National Securities Exchange Member Firm 
. Registered Securities Association 
. Registered Securities Association Member 
. Securities Broker 
) 9. Securities Dealer 
. Municipal Securities Dealer 
. Registered Transfer Agent 
. Registered Clearing Agency 


. Participant in a Registered Clearing Agency 


Name of Reporting Institution: 








Address: 











Attention: 


FINS Identification No.| | ee a | | |_| 


Telephone No. (_ ) 








SIZE OF INSTITUTION 


Check one of the following that describes the size of 
your organization. 
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Bank (All those who have checked either classification 1 
or 2 above) 


OC More than $1 billion in deposits 
OO With $500 million to $1 billion in deposits 
O Less than $500 million in deposits 


Securities Organization 


O With over $25 million in annual revenue 

O With more than $5 million but less than $25 million 
in annual revenue 

OO With $500,000 to $5 million in annual revenue 

O With less than $500,000 in annual revenue 


Non-Bank Transfer Agents (Those who check only 
classification 11 above) 


1 That issue 100,000 shares or more per year 
0 That issue less than 100,000 shares per year 


METHOD OF INQUIRY: Initial one of the two 
statements below to indicate whether you will make 
Inquiries of the System as a ‘‘Direct Inquirer’’ or 
“Indirect Inquirer.’’ Direct Inquirers should also 
indicate whether they will use multiple access stations 
and/or the Prompt Confirmation Service. These usage 
options and the charges related to each are outlined in 
the ‘‘Description of the System.’’ 


DIRECT INQUIRER: Beginning January 2, 
1978 we will make Inquiries of the System directly. We 
agree to pay to the Designee the annual registration 
fees of $18.00 for each Primary Access Station and 
$9.00 for each Secondary Access Station. We also agree 
to pay the advance quarterly usage charges and the 
onetime assessment for system development costs 
approved by the Commission and outlined in the 
‘‘Description of the System,’’ which is appended to 
SEC Release No. 34- 


Direct Inquirers should use the boxes below to indicate 
the number of stations they will use to make Inquiries 
to the System. If these boxes are not filled, it will be 
presumed that there will be 1 Primary and no 
Secondary Access Stations, the mandatory minimum. 


(1) Number of Primary Access Stations 

() Number of Secondary Access Stations 

Direct Inquirers that wish to have the Prompt Written 
Confirmation Service should check the block below. 


1) We wish to have the Prompt Written Confirmation 
Service as outlined in the ‘‘Description of the System.’’ 
We agree to pay $16.00 per quarter for this service. 


We agree to pay amounts equal to all sales, use and 
excise taxes, or other taxes which may be levied upon 





or in connection with the furnishing of the facilities or 
service of the System. 


Terms: All fees are due and payable within ten days of 
date of invoicing. 


—__._— INDIRECT 
arrangements with 


INQUIRER: We have made 
who will 





[Name of Direct Inquirer] 
make Inquiries of the System on our behalf. We are 
aware that we will receive no direct confirmations from 
the Designee and that the Institution that makes 
Inquiries for us may pass through to us the costs of 
using the System on our behalf as well as additional 
service charges. 


We understand that the Lost, Stolen, Missing and 
Counterfeit Securities Information System will operate 
as a one-year pilot program. In addition to making 
Reports and Inquiries to the Designee, we will take all 
other steps necessary for reporting to the appropriate 
instrumentality and law enforcement agencies 
information relating to lost, stolen, missing and 
counterfeit securities. 


The Designee will perform its work in a businesslike 
manner and in accordance with reasonable standards of 
care. The Designee does not, however, guarantee the 
accuracy of any information contained in the records of 
the System or of the responses to inquiries concerning 
lost, stolen, missing or counterfeit securities furnished 
by it. The Designee shall not be liable for any 
unintentional delays, inaccuracies, errors or omissions 
in said responses or for any damages arising therefrom 
or occasioned thereby. The Designee shall not be liable 
for non-performance or interruption of services due to 
fire, storms, strikes, labor disputes or any cause 
beyond its control or due to the act or omission of any 
other person, firm or corporation. 


Authorized Signature(s) 


/s/ 








Print or Type Name 





Title 





Please sign and return this registration form to the 
Securities Information Center, Inc., the Commission’s 
Designee, at P.O. Box 421, Wellesley Hills, 
Massachusetts 02181 by September 23, 1977. The 
Securities Information Center will send to all Direct 


Inquirers by October 3, 1977 further information on 
how to access the System. 





SECURITIES EXCHANGE ACT OF 1934 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 13833/ August 5, 1977 


Notices have been issued giving interested persons 
until August 25 to submit facts bearing upon 
applications by the following issuers to withdraw the 
securities indicated below from listing and registration 
on the American Stock Exchange, Inc.: Bell Industries, 
common stock, no par value; Falcon Seaboard Inc., 
common stock, $1.50 par value; and Milton Roy 
Cornpany, common stock, $1.00 par value. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 13834/ August 5, 1977 


Notices have been issued giving interested persons 
until August 20 to request a hearing on applications of 
the following stock exchanges for unlisted trading 
privileges in the common stock of the specified 
companies: Pacific Stock Exchange Incorporated— 
General Exploration Company, $1.00 par value; and 
Philadelphia Stock Exchange, Inc.—Smith Inter- 
national, Inc., no par value and Book-of-the-Month 
Club, Inc., $1.25 par value. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 13835/ August 5, 1977 


SEE 


SECURITIES ACT OF 1933 
Rel. No. 5848/ August 5, 1977 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13836/ August 8, 1977 


NOTICE OF EFFECTIVENESS OF A PROPOSED 
RULE CHANGE BY THE STOCK CLEARING 
CORPORATION OF PHILADELPHIA (File No. 
SR-SCCP-77-1) 
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The Stock Clearing Corporation of Philadelphia 
(‘‘SCCP’’) submitted on July 22, 1977, a proposed rule 
change amending SCCP’s fee schedule by providing 
unbundled clearing rates applicable to specific services 
in place of all inclusive blanket rates. 


The foregoing rule change has become effective 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934 and Rule 19b-4 thereunder. At 
any time within sixty days of the filing of such proposed 
rule change, the Commission may summarily abrogate 
the rule change if it appears to the Commission that 
such action is necessary or appropriate in the public 
interest, for the protection of investors, or otherwise in 
furtherance of the purposes of the Securities Exchange 
Act of 1934. 


Publication of the submission is expected to be made in 
the Federal Register during the week of August 8, 
1977. Interested persons are invited to submit written 
data, views and arguments concerning the submission 
within twenty-one days from the date of publication in 
the Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-SCCP-77-1. 


Copies of the submission, with accompanying exhibits 
and of all written comments will be available for public 
inspection at the Securities and Exchange Commis- 
sion’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be 
available at the principal office of the above-mentioned 
self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 





George A. Fitzsimmons 
Secretary 











SECURITIES EXCHANGE ACT OF 1934 
Release No. 13837/ August 8, 1977 


The Securities and Exchange Commission announced 
pursuant to Section 12(k) of the Securities Exchange 
Act of 1934 (‘‘Exchange Act’’) the single ten day 
suspension of exchange and over-the-counter trading 
for the period commencing at 10:00 a.m. (EDT) on 
August 8, 1977 and terminating at midnight (EDT) on 
August 17, 1977 of the securities of Western America 
Energy Corporation (‘‘Western’’) a New York 
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corporation with principal executive offices located at 
6900 E. Camelback Road, Scottsdale, Arizona 85257. 


The Commission ordered the suspension of trading in 
Western’s securities because of the lack of adequate 
and accurate public information concerning the 
company’s operations and financial condition. 


The Commission cautions broker-dealers, shareholders 
and prospective purchasers that they should carefully 
consider the foregoing information along with all other 
currently available information and any information 
subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the trading suspension no 
quotation may be entered unless and until they have 
strictly complied with all of the provisions of said rule. 
If any broker or dealer has any questions as to whether 
or not he has complied with said rule, he should not 
enter any quotation but immediately contact the staff of 
the Division of Enforcement in Washington, D.C. If any 
broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering 
quotations relating to the securities in question until 
such time as he has familiarized himself with said rule 
and is certain that all of its provisions have been met. If 
any broker or dealer enters any quotation which is in 
violation of said rule, the Commission will consider the 
need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13838/ August 8, 1977 


Admin. Proc. File No. 3-5117 





In the Matter of 


FIRST BUFFALO CORPORATION 
1122 Rand Building 
Buffalo, New York 14203 


(8-10210) 





RALPH WIEST 
Buffalo, New York 





ORDER IMPOSING REMEDIAL SANCTIONS 


For the purpose of settling these broker-dealer 
proceedings under the Securities Exchange Act of 1934 
(Exchange Act),' Respondents First Buffalo Corpora- 





1In the Matter of First Buffalo Corporation, et a/., pro- 
ceeding instituted November 11, 1976. 





tion (‘‘FBC’’) and Ralph Wiest (‘‘Wiest’’) have 
submitted, without admitting or denying the 
allegations of the Order for Proceedings, Offers of 
Settlement which the Commission has determined to 
accept.? 


In their Offers of Settlement the Respondents have 
consented to findings by the Commission based on the 
allegations contained in the Order for Proceedings and 
have waived, among other things, the filing of proposed 
findings of fact and conclusions of law. 


On the basis of the Order for Proceedings and the 
Offers of Settlement, it is found that FBC and Wiest 
failed reasonably to supervise persons under their 
supervision and control with a view to preventing 
violations of the Securities Act of 1933 and the 
Securities Exchange Act of 1934 committed by such 
persons. 


Accordingly, IT 1S ORDERED, that: 


1. First Buffalo Corporation is barred from selling or 
offering for sale any fractional undivided interests in oil 
or gas wells; and 


2. Ralph Wiest be, and hereby is, concurrently 
suspended from association with any broker or dealer 
for a period of sixty (60) days and from selling or 
offering for sale any fractional undivided interests in oil 
or gas wells for a period of one year and, furthermore, 
is barred from association with any broker or dealer ina 
supervisory capacity. 


The sanctions ordered herein shali become effective the 
second Monday after the date of this Order. 


In addition to the above sanctions and for the purpose 
of disposing of the issues raised in these proceedings, 
the Commission deems it appropriate to accept the 
undertaking of Ralph Wiest in which he represents and 
undertakes that: 


1. within thirty (30) days of the termination of the one 
year period of suspension ordered herein, he shall 
furnish to the staff of the Commission an affidavit of 
compliance with both suspensions ordered herein; and 


2. that if he becomes reassociated with a broker or 
dealer after the termination of the suspension period 
from such association ordered herein, he shall notify 
the staff of the Commission of his reassociation within 
thirty (30) days of the commencement of such 
reassociation. 





2These Offers of Settlement are not binding on any other 
respondent named in this proceeding. 


For the Commission, by its Secretary, pursuant to 
delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 13839/ August 8, 1977 


Orders have been issued granting the application of the 
New York Stock Exchange, Inc. to strike from listing 
and registration the specified securities of the following 
companies: Grolier Incorporated, common stock, $.50 
par value, 4-14% convertible subordinated debentures 
due November 1, 1987, and 9-%2% sinking fund 
debentures due June 1, 1991; and The Fliintkote 
Company, $4.50 Series A convertible second preferred 
stock. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 13840/ August 8, 1977 


An order has been issued granting the application of 
the American Stock Exchange, Inc. to strike from 
listing and registration the specified security of the 
following company: Alan Wood Steel Company, 
common stock, $5.00 par value. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 13841/ August 8, 1977 


Admin. Proc. File No. 3-5106 
In the Matter of 

HERBERT SEGALOFF 

3061 Hillrose 

Los Alamitos, California 90720 


FINDINGS AND ORDER 
SANCTIONS 


IMPOSING REMEDIAL 


In these broker-dealer proceedings' under the 





‘In the Matter of Contemporary Securities, Inc., 
instituted September 29, 1976. 


et al. 
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Securities Exchange Act of 1934 (‘‘Exchange Act’’), 
Herbert Segaloff (Segaloff) has submitted an Offer of 
Settlement, without admitting or denying the 
allegations in the Order for Proceedings (‘‘Order’’), 
which the Commission has determined to accept. 


On the basis of the Order and the Offer of Settlement, it 
is found that: 


1. Segaloff willfully violated and willfully aided and 
abetted violations of Section 17(a) of the Securities Act 
of 1933, as amended, and Section 10(b) of the Exchange 
Act and Rule 10b-5 thereunder in the offer and sale of 
shares of the common stock of Royal Airline, Inc., as 
alleged in the Order. 


2. The United States District Court for the Southern 
District of California, on June 30, 1975, entered a finai 
judgment following a trial on the merits enjoining 
Segaloff from further violations of Sections 5(a), 5(c) 
and 17(a) of the Securities Act of 1933, as amended, 
and Section 10(b) of the Exchange Act and Rule 10b-5 
thereunder, as alleged in the Complaint. 


In view of the foregoing, it is in the public interest to 
impose the sanction specified in the Offer of 
Settlement. 


Accordingly, IT IS ORDERED THAT: 


Segaloff is suspended from association with any broker 
or dealer for a period of thirty days provided that he 
make an offer of restitution to each of his purchasing 
customers of Royal Airlines, Inc. common stock. The 
suspension is to be followed immediately by Segaloff’s 
bar from association with a broker or dealer in any 
capacity other than as a supervised employee in a 
nonsupervisory and nonproprietary capacity, provided 
that after one year, he may apply to the Commission for 
permission to become associated with a broker or 
dealer in a supervisory position. 


This Order is to take effect at the opening of business 
on the second Monday after the date of this Order. 


For the Commission, by the Office of the Secretary, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13842/ August 8, 1977 


SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 63/ August 8, 1977 
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Admin. Proc. File No. 3-5167 
In the Matter of 


HARVEY FENICHEL 
et al. 


FINDINGS AND ORDER 
SANCTIONS 


IMPOSING REMEDIAL 


In these broker-dealer proceedings under the Securities 
Exchange Act of 1934 (‘‘Exchange Act’’) and the 
Securities Investor Protection Act of 1970 (‘‘SIPA’’),' 
Harvey Fenichel (‘‘Fenichel’’), an officer of a 
registered broker-dealer, has failed to file an answer to 
the Order for Proceedings in the time prescribed by 
Rule 7 of the Commission’s Rules of Practice and is 
therefore in default? 


On the basis of the Order for Proceedings, it is found 
that:$ 


A. From the latter part of 1973 to on or about February 
5, 1975, Fenichel willfully violated Section 17(a) of the 
Securities Act of 1933 and Section 10(b) of the 
Exchange Act and Rule 10b-5 thereunder. 


B. From on or about January 31, 1975 and prior 
thereto, to on or about February 5, 1975, Fenichel 
willfully aided and abetted violations of Sections 
15(c)(3) and 17(a) of the Exchange Act and Rules 15c3-1 
and 17a-4 thereunder. 


C. Fenichel was associated as a vice-president, 
secretary, treasurer, and cashier with a registered 
broker-dealer on the date that a trustee was appointed 
for the liquidation of the broker-dealer pursuant to 
SIPA. 


D. On or about March 25, 1975 Fenichel pleaded guilty 
to, and was convicted of, the felony of grand larceny in 
the second degree in New York State Supreme Court. 


In view of the foregoing, it is in the public interest to 
bar Fenichel from association with any broker or dealer. 


Accordingly, IT |S ORDERED that Harvey Fenichel be, 





‘In the Matter of R.L. Whitney Securities, Inc., et al., 
Admin. Proc. File No. 3-5167, instituted on February 
2 NOE: 


*Rule 7(e) of the Commission’s Rules of Practice pro- 
vides that the allegations in the Order for Proceedings 
may be deemed to be true as to a defaulting respondent. 


3The findings herein are not binding on any other re- 
spondent named in these proceedings. 





and he hereby is, barred from being associated with 
any broker or dealer. 


For the Commission, by its Secretary, pursuant to 
delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 13843/ August 9, 1977 


SEE 


SECURITIES ACT OF 1933 
Rel. No. 5850/ August 9, 1977 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 13844/ August 10, 1977 


SEE 


SECURITIES ACT OF 1933 
Rel. No. 5851/ August 10, 1977 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13845/ August 10, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE TAD DEPOSITORY CORPORATION 


(File No. SR-TAD-77-2) 


The TAD Depository Corporation (‘‘TAD’’) submitted 
on July 21, 1977, a proposed rule change, pursuant to 
Rule 19b-4 under the Securities Exchange Act of 1934, 
to implement procedures for releasing stock certificates 
registered in TAD’s nominee name to TAD 
participants. 


Publication of the submission is expected to be made in 
the Federal Register during the week of August 15, 
1977. Interested persons are invited to submit written 
data, views and arguments concerning the submission 
within twenty-one days from the date of publication in 
the Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 


Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-TAD-77-2. 


Copies of the submission, with accompanying exhibits, 
and of all written comments will be available for public 
inspection at the Securities and Exchange Commis- 
sion’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be 
available at the principal office of the above-mentioned 
self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13846/ August 10, 1977 


NOTICE OF WITHDRAWAL OF PROPOSED RULE 
CHANGE BY NATIONAL ASSOCIATION OF 
SECURITIES DEALERS, INC. 


File No. SR-NASD-77-1 


The National Association of Securities Dealers, Inc. 
(‘‘NASD’’), by the letter dated June 10, 1977, has 
withdrawn from Commission consideration a proposed 
rule change (the ‘‘Proposal’’) set forth in the 
above-referenced filing submitted pursuant to Section 
19(b) of the Securities Exchange Act of 1934 (15 U.S.C. 
§78s(b)) and Rule 19b-4 thereunder (17 C.F.R. 
240.19b-4).' 


The Proposal was to amend Section 4 of the NASD’s 
Code of Arbitration Procedure by adding a new sub- 
section (b) which outlined procedures affecting 
public-member controversies in amounts not exceeding 
$500. 





1SR-NASD-77-1 was filed on January 3, 1977. Notice 
of submission of the Proposal was given in Securities 
Exchange Act Release No. 13137 (January 5, 1977), 


11 SEC DOCKET 1361 (January 18, 1977), and the 
terms of substance of the Proposal were published at 
42 FR 2735 (January 18, 1977). 
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For the Commission by the Division of Market Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13847/ August 10, 1977 


NOTICE OF PROPOSED RULE CHANGE BY 
NATIONAL ASSOCIATION OF SECURITIES DEAL- 
ERS, INC. 


(File No. SR-NASD-77-9) 


The Naitonal Association of Securities Dealers, Inc. 
(the ‘‘NASD’’) submitted, on June 13, 1977, a proposed 
rule change (the ‘‘Proposal’’) under Rule 19b-4 to 
amend the NASD’s Code of Arbitration Procedure 
(‘‘Code’’). The Proposal would, among other things, 
liberalize the service requirements necessary to 
institute a proceeding, reduce the number of arbitrators 
in arbitration matters involving public customers in 
which the amount in controversy does not exceed 
$20,000, and liberalize the access provisions of the 
Code. 


Publication of the submission is expected to be made 
in the Federal Register during the week of August 15, 
1977. In order to assist the Commission in determining 
whether to approve the Proposal or institute pro- 
ceedings to determine whether the Proposal should be 
disapproved, interested persons are invited to submit 
written data, views, and arguments concerning the 
Proposal within 30 days from the date of publication in 
the Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-NASD-77-9. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
““L’’ Street, N.W., Washington, D.C. Copies of the 
filing will also be available at the principal office of the 
NASD. 


For the Commission by the Division of Market Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 13848/ August 10, 1977 


In the Matter of 


MIDWEST STOCK EXCHANGE, INC. 
120 LaSalle Street 
Chicago, Illinois 60603 


File Nos. SR-MSE-77-16, 77-20 


ORDER EXTENDING TIME PERIOD WITHIN WHICH 
THE COMMISSION IS REQUIRED TO ACT ON 
PROPOSED RULE CHANGES 


The Midwest Stock Exchange, Inc. (‘‘MSE’’) has filed, 
pursuant to Section 19(b)(1) of the Securities Exchange 
Act of 1934 (the ‘‘Act’’), 15 U.S.C. 78(s)(b)(1), and Rule 
19b-4 thereunder, 17 C.F.R. 240.19b-4 the following 
rule proposals: 

(1) SR-MSE-77-16' 

The proposed amendment to Article XXIV, Rule 8, of 
the MSE rules provides that any member of the Com- 
mittee on Floor Procedure or the President of the 
Exchange can summarily suspend the registration of a 
specialist, co-specialist, or relief-specialist when it 
appears that such person is violating any of the rules of 
the Exchange or the federal securities laws or is con- 
ducting business in an unethical or unbusiness-like 
manner, pending an opportunity for a hearing on the 
apparent violation in accordance with Article XX! of the 
Rules of the Exchange.” 


Article XXIV, Rule 8 also provides that the Committee 
on Specialist Assignment and Evaluation may suspend 
or terminate any such registration based upon a 
finding, after an opportunity for a hearing in accor- 
dance with Article XVII, that the particular specialist, 





‘Notice of filing of the proposed rule change was given 
by publication of a Commission release (Securities Ex- 
change Act Release No. 13576 (May 27, 1977)) and by 
a statement of the terms of substance in the Federal 
Register (42 Fed. Reg. 29133(June 7, 1977)). Interested 
persons were invited to submit any written data, views 
and arguments concerning the proposed rule change by 
June 28, 1977. The MSE has granted an extension of 
time required for the Commission to consider the pro- 
posed rule change until August 9, 1977. 


Article XII provides investigate and hearing procedures 
with respect to any default, misconduct or other offense 
alleged to have been committed by any member, member 
organization or any other person or organization subject 
to the jurisdiction of the Exchange. 





co-specialist or relief specialist has not satisfactorily 
performed his responsibilities as defined in the Federal 
securities laws or the rules and policies of the 
Exchange.3 


(2) SR-MSE-77-204 


The proposed amendment to Article XXI, Rule 15 of the 
MSE rules provides that whenever it appears to any 
member of the Committee on Floor Procedures or the 
President of the Exchange that an odd lot dealer is 
violating any of the rules of the Exchange or the federal 
securities laws, or is conducting business as an odd lot 
dealer in an unethical or unbusiness-like manner, the 
member of the Committee or the President shall, 
without the necessity of previous notice, suspend the 
registration of such odd lot dealer pending an oppor- 
tunity for a hearing on the apparent violation in accor- 
dance with Article XII of the Rules of the Exchange. 


Rule 15 would also provide that the Committee on 
Specialist Assignment and Evaluation may suspend or 
terminate any such registration based upon a finding, 
after an opportunity for a hearing in accordance with 
Article XVII, that an odd lot dealer has not satisfactorily 
performed his responsibilities as defined in the Federal 
securities laws and the rules and policies of the 
Exchange. 


The MSE proposals permit both summary, as well as 
non-summary, suspension of “special” registrants. 
Because of the similarity of the proposals, it appears 
appropriate to consider them together. 


The primary question raised by these proposals is 
whether they are consistent with Section 6(d)(3) of the 
Act, which authorizes a national securities exchange to 
take summary action against a member or a person 
associated with a member or against any person with 
respect to access to services offered by the Exchange 
only under limited circumstances and prescribed 
procedures applicable to such Exchange action. Section 
6(d)(3) also provides that persons aggrieved by a 
summary action be promptly afforded an opportunity 





3 The hearing procedures provided by Article XVII of 
the MSE rule are the subject of SR-MSE-76-23, which 
is currently pending. 


*Notice of filing of the proposed rule change was given, 
in accordance with the requirements of Section 19(b) 
(1), by publication of a Commission release (Securities 
Exchange Act Release No. 13728(July 8, 1977)) and by 
a statement of the terms of substance in the Federal 
Register (42 Fed. Reg. 36575 (July 15, 1977)). Interested 
persons are invited to submit any written data, views 
and arguments on the proposed rule change by August 
5, 1977. 


for a hearing as required by paragraphs (1) or (2) of 
Section 6(d). The Commission is empowered by order to 
stay any summary exchange action on its own motion or 
upon application by any aggrieved person either 
summarily or after notice and opportunity for hearing 
(which may consist of the submission of affadavits or 
presentation of oral arguments). 


The preliminary questions presented by the MSE pro- 
posals are: 


(1) Does the proposed summary suspension of the 
registration of special registrants as such fall within the 
purview of Section 6(d)(3) by virtue of the fact that it is 
a ‘‘suspension of a member or person associated with a 
member’’, as contemplated by the Act or a ‘‘limitation 
or prohibition of any person with respect to access to 
services offered by the Exchange’’? If this type of 
summary action does fall within the contemplation of 
Section 6(d)(3), then, irrespective of whether this is a 
suspension or a denial of access, summary action may 
be taken only if the firm or individual has been expelled 
or suspended from being associated with a member of a 
self-regulatory organization, or is in such financial or 
operating difficulty that the Exchange determines and 
notifies the Commission that the member cannot be 
permitted to continue to do business as a member with 
safety to investors, creditors, or other members of the 
Exchange. 


If such summary action is determined not to be a 
summary suspension of a member or a person asso- 
ciated with a member, or the limitation or prohibition of 
any person with respect to access to services offered by 
the Exchange, then a determination must be made as to 
whether this types of summary action is otherwise per- 
missible under the Act. If so, it does not appear that the 
Commission would have review power under Section 
19, and that any review of such summary action and of 
the subsequent hearing pursuant to that action would 
be in the courts. 


As a result of its preliminary review of the MSE pro- 
posals, the Commission believes that the proposals 
raise a number of substantial questions which further 
consideration before any determination is made to 
approve the rule proposals or to institute proceedings, 
pursuant to Section 19(b)(2) of the Act, to determine 
whether they should be disapproved. 


Accordingly, the Commission, pursuant to Section 
19(b)(2) of the Act, hereby extends to September 6, 
1977 the time period within which the Commission 
must take action on the above-referenced proposed rule 
changes. The Commission is also extending the time 
period for comments on the proposed rule changes, and 
invites written submissions from all interested persons. 
Persons desiring to make written submissions should 
file six copies thereof with the Secretary of the Com- 
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mission, Securities and Exchange Commission, 500 
North Capitol Street, Washington, D.C. 20549 by 
August 30, 1977. 


Copies of all submissions, including the proposed rule 
changes, will be available for public inspection at the 
Commission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copies of the proposed rule 
change will also be available at the principal office of 
the MSE. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13849/ August 11, 1977 


INVESTMENT COMPANY ACT OF 1940 
Release No. 9887/ August 11, 1977 


SECURITIES CONFIRMATIONS 


AGENCY: Securities and Exchange Commission. 


ACTION: Extension of comment period. 


SUMMARY: The time for comment on proposed 
amendments to the confirmation rule has been 
extended. The comment period currently expires on 
August 10, 1977. 


DATES: Comments must be received on or before 
September 9, 1977. 


ADDRESSES: Interested persons should submit 
three copies of their written views and comments to 
George A. Fitzsimmons, Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549 and 
should refer to File No. S7-654. All submissions will be 
made available for public inspection in the Commis- 
sion’s Public Reference Section, Room 6101, 1100 L 
Street, N.W., Washington, D.C. 


FOR FURTHER INFORMATION CONTACT: 


Jeffrey L. Steele, Esq. 

Office of the Chief Counsel 

Division of Market Regulation 
Securities and Exchange Commission 
Washington, D.C. 20549 
202/755-8746 
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SUPPLEMENTARY INFORMATION: On June 23, 
1977, the Commission published Securities Exchange 
Act Release No. 13661! announcing proposed amend- 
ments to Securities Exchange Act Rule 10b-10 (17 CFR 
240.10b-10). Rule 10b-10 prescribed confirmation 
delivery and disclosure requirements applicable to 
brokers and dealers effecting transactions in securities 
for or with customers.” 


The Commission has received a number of requests to 
extend the comment period. In view of the complexity 
and impact of certain of the proposed amendments, the 
Commission has determined to extend the comment 
period until September 9, 1977. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13850/ August 10, 1977 


The Securities and Exchange Commission has ordered 
public administrative proceedings under the Securities 
and Exchange Act of 1934 against Frank S. Moran, Jr. 
of Farmington Hills, Michigan, an associated person of 
a broker-dealer registered with the Commission. 


The proceedings are based on allegations by the Com- 
mission’s staff that Moran wilfully violated Section 
10(b) of the Exchange Act and Rule 10b-5 thereunder. 
Among other things, It is alleged that Moran purchased 
common stock from several individuals at prices lower 
than those at which shares of the same company were 
then being sold by and through Moran’s employer; that 
Moran failed to disclose this to the seller; that the 
shares so purchased by Moran were resold at higher 
prices to other broker-dealers; and that Moran obtained 
the proceeds of sale for his own use and benefit. It is 
also alleged that Moran engaged in unauthorized 
trading of securities. 


A hearing will be scheduled by further order to take 
evidence on the staff’s allegations and to afford the 
respondent an opportunity to offer any defenses thereto 





142 FR 33348 (June 30, 1977). 


2The adoption of Rule 10b-10 was announced by the 
Commission in Securities Exchange Act Release No. 13508 
(May 5, 1977) 42 FR 25318 (May 17, 1977) to become 
effective, with certain exceptions, on January 1, 1978. 





for the purpose of determining whether any remedial 
action should be ordered by the Commission. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13851/August 10, 1977 


Administrative Proceeding File No. 3-5241 
In the Matter of 

PLUS PRODUCTS 

Application pursuant to Section 12(h) 


The Securities and Exchange Commission has issued a 
notice giving interested persons until August 30, 1977 
to request a hearing on an application by Plus Products, 
(‘‘Applicant’’), pursuant to Section 12(h) of the 
Securities Exchange Act of 1934 (‘1934 Act’’) for an 
order exempting Applicant from the reporting 
requirements of Section 15(d) of the 1934 Act. 


Applicant believes that since there are no public stock- 
holders and the stock is not traded, the filing of Section 
13 reports is not necessary for the public interest or the 
protection of investors. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13852/ August 10, 1977 


Administrative Proceeding File No. 

In the Matter of 

INTER-COMM DATA CORPORATION 
APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued 
a notice giving interested persons until August 30, 
1977, to request a hearing on an application of 
Inter-Comm Data Corporation (the ‘‘Applicant’’) 
pursuant to Section 12(h) of the Securities Exchange 
Act of 1934 (the ‘‘Exchange Act’’) for an order 
exempting the Applicant from filing an annual report 
on Form 10-K for the fiscal year ended June 30, 1977, 
as required by Sections 13 and 15(d) of the Exchange 
Act. 


As a result of a merger consummated on April 4, 1977, 
all of Applicant’s issued and outstanding common stock 


is presently held by three shareholders and there is no 
trading in said stock. 





SECURITIES EXCHANGE ACT 
Release No. 13853/August 11, 1977 


Administrative Proc. File No. 3-5025 
In the Matter of 


ALVIN LESTER SITOMER 
2455 East Sunrise Boulevard 
Fort Lauderdale, Florida 


STEPHAN JOEL SITOMER 
Suite 613 

2455 East Sunrise Boulevard 
Fort Lauderdale, Florida 


ORDER GRANTING APPLICATION FOR REIN- 
STATEMENT OF PRIVILEDGE OF PRACTICING 
BEFORE THE COMMISSION UNDER SUPERVISION 


Stephen Sitomer has applied, pursuant to the terms of 
the Commission order issued in the instant proceeding 
instituted against him, for reinstatement of the 
privilege of appearing or practicing before the Com- 
mission. That order states that Mr. Sitomer shall have 
the right to apply to have his privilege of practicing 
before the Commission reinstated .. . ’’ after a period 
of three years, from October 19, 1973, provided that he 
agree to conduct such practice ‘‘under the supervision 
of an attorney who himself has not been denied the 
privilege ...’’ of practicing before the Commission. 
The order further requires that the application 
requesting reinstatement be in writing and accom- 
panied by: (1) Mr. Sitomer’s sworn statement setting 
forth certain information; (2) an affidavit executed by 
the attorney who has agreed to supervise his practice; 
and (3) certificates of good standing, or similar 
documentation, issued by the appropriate authority in 
each jurisdiction in which Mr. Sitomer is licensed to 
practice law, declaring that he is ‘‘in good standing’”’ in 
each such jurisdiction. 


Mr. Sitomer’s sworn statement sets forth all of the 
categories of information specified in the Commission’s 
order. In this regard, he represents, among other 
things, (a) that, as of June 6, 1977, the date he executed 
the statement, no proceeding has been brought against 
him by any state or local bar association or by any 
governmental agency alleging violations of any law or 
the Code of Professional Responsiblity, other than the 
instant Rule 2(e) proceeding and Commission 
injunctive action, Securities and Exchange Commis- 
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sion v. Sitomer, Sitomer & Porges, et al., that led to the 
institution of this proceeding; (b) that he has not 
practiced before the Commission, as that term is 
defined by the Commission’s order, since October 1, 
1973; (c) that all of his future practice before the Com- 
mission ‘‘will be under the supervision of an attorney 
who himself has not been denied the privilege to 
practice before the SEC’’; and (d) that he undertakes to 
be ‘‘fully repsonsive to the supervising attorney, 
answer all inquiries by him, and make full disclosure to 
him’’ concerning his future practice before the Com- 
mission. 


The affidavit of the supervising attorney also sets forth 
all of the categories of representations required in the 
Commission’s order. In this regard, he represents that 
he has read the statement submitted by Mr. Sitomer 
and believes it to be true and correct and states that he 
‘will use reasonable efforts to supervise his practice 
before the SEC until such time as the requirement of 
supervison shall be removed.’’ He also represents that 
he intends ‘‘to review written documents, including 
opinion letters, offering memoranda or prospec- 
tuses, .. . other filings with the SEC... [and] any 
questionnaires ...he might submit to clients in 
connection with the preparation of this material for 
filing with the SEC.’’ In addition, he states that Mr. 
Sitomer has agreed to regularly meet with him, initially 
on a weekly basis and, after a period of time, on a bi- 
weekly basis ‘‘to discuss the scope of his practice 
before the SEC’ since the last meeting or discussion.” 


In view of the foregoing, the Commission finds that it is 


consistent with the public interest to grant the 
application of Stephan Joel Sitomer for reinstatement. 


Actordingly, IT 1S ORDERED that the application of 
Stephan Joel Sitomer for reinstatement of his privilege 
of appearing or practicing before the Commission 
under Supervision, be and hereby Is granted subject to 
the following terms and conditions: (1) Stephen Joel 
Sitomer shall conduct such practice under the super- 
vision ‘of another attorney who is not himself dis- 
qualified from appearing or practicing before the Com- 
mission, who shall review all written documents 
relating to securities matters prepared by Stephan Joel 
Sitomer, or with his assistance, advice or counsel, 
including opinion letters, offering circulars, prospec- 
tuses, filings with the Commission, including periodic 
reports, ownership reports, and proxy statements, 
questionnaires, representation letters and communica- 
tions relating to filings with the Commission; (2) 
Stephen Joel Sitomer shall meet with the supervising 
attorney at least every two weeks to discuss the scope of 
his securities practice since the last meeting; and (3) In 
the event it should become necessary for another 
attorney to supervise Mr. Sitomer’s practice before the 
Commission, Sitomer and the new supervisory attorney 
shall each submit affidavits to the Commission setting 
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forth the Information specified in the Commission’s 
order of June 1, 1976 in this proceeding. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13854/ August 11, 1977 


A notice has been issued giving interested persons until 
August 27, 1977 to request a hearing on applications of 
the following stock exchange for unlisted trading privi- 
leges In the common stock of the following 
companies: Cincinnati Stock Exchange—Atlantic City 
Electric Company, $3.00 par value; Central Maine 
Power Company, $5.00 par value; Duquesne Light 
Company, $1.00 par value; Northeast Utilities Service 
Company, $5.00 par value; Potomac Electric Power 
Company, $10.00 par value; and Public Service 
Company of New Hampshire, $5.00 par value. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13855/ August 11, 1977 


NOTICE OF EFFECTIVENESS OF A PROPOSED 
RULE CHANGE BY THE DEPOSITORY TRUST 
COMPANY 


(File No. SR-DTC-77-6) 


The Depository Trust Company submitted on July 21, 
1977, a proposed fee change affecting legal deposits. 


The foregoing rule change has become effective 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934 and Rule 19b-4 thereunder. At 
any time within sixty days of the filing of such proposed 
rule change, the Commission may summarily abrogate 
the rule change If it appears to the Commission that 
such action is necessary or appropriate in the public 
interest, for the protection of investors, or otherwise in 
furtherance of the purposes of the Securities Exchange 
Act of 1934. 


Publication of the submission Is expected to be made in 
the Federal Register during the week of August 15, 
1977. Interested persons are invited to submit written 
data, views and arguments concerning the submission 
within twenty-one days from the date of publication 





in the Federal Register. Persons desiring to make 
written submissions should file six copies thereof with 
the Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made to 
File No. SR-DTC-77-6. 


Copies of the submission, with accompanying exhibits, 
and of all written comments will be available for public 
inspection at the Securities and Exchange Commis- 
sion’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be 
available at the principal office of the above-mentioned 
self-regulatory organization. 


For the Commission by the Division of Market Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 20129/ August 5, 1977 


In the Matter of 


AMERICAN ELECTRIC POWER COMPANY, INC. 
New York, New York 


(70-6030) 


ORDER AUTHORIZING HOLDING COMPANY TO 
ACT AS SURETY FOR SUBSIDIARY COMPANY 


American Electric Power Company, Inc. (‘‘AEP’’), a 
registered holding company, has filed a declaration 
with this Commission pursuant to Sections 12(b) and 
12(f) of the Public Utility Holding Company Act of 1935 
(‘‘Act’’) and Rule 45 promulgated thereunder 
regarding the following proposed transaction. 


AEP proposes to act as surety for Wheeling Electric 
Company (‘‘Wheeling’’), an electric utility subsidiary 
company of AEP, in connection with a Wheeling rate 
proceeding now pending before the Public Service 
Commission of West Virginia (‘‘state commission’’). 
On March 31, 1977, Wheeling filed with the state 
commission new increased rates for electric service in 
West Virginia. By order dated April 1, 1977, the state 
commission suspended the increased rates until August 
28, 1977, pending its investigations of such increased 


rates. The new Increased rates can be made effective on 
and after August 28, 1977, subject to the posting by 
Wheeling of an appropriate bond to assure the making 
of appropriate refunds to its customers in the event the 
state commission’s final order in the proceeding should 
require refunds to be made. The state commission has 
indicated that it would permit AEP to become a surety 
for Wheeling In lieu of Wheeling’s posting of such 
bond. 


The purpose of the proposed transaction is to enable 
Wheeling, as permitted by West Virginia law, to begin 
applying the new Increased rates prior to completion of 
the state commission’s investigation, hearing and 
decision with respect thereto. It is expected that the 
amount of the bond for the new increased rates will not 
exceed $2,550,000, which is equal to the estimated 
additional annual revenue that the new increased rates 
will provide. In the event that the amount of the bond 
ordered by the state commission should exceed such 
amount, AEP will not execute the statutory bond until 
this Commission has Issued a further order with respect 
thereto. It is desired to consummate the proposed 
transaction in order that Wheeling might save the cost 
of obtaining the statutory bond, which is estimated to 
cost at least $4,125 annually. 


The fees and expenses to be incurred in connection with 
the proposed transaction are estimated at $2,500, 
including legal fees. It is stated that no state 
commission and no federal commission, other than this 
Commission, has jurisdiction over the proposed 
transaction. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 20103), and no hearing has 
been requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that sald declaration be permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration 
be, and it hereby Is, permitted to become effective 
forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 20130/ August 5, 1977 


SEE 


SECURITIES ACT OF 1933 
Rel. No. 5848/ August 5, 1977 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20131/ August 5, 1977 


In the Matter of 


ALLEGHENY POWER SYSTEM, INC. 
New York, New York 


(70-6026) 


ORDER AUTHORIZING STOCK ISSUANCE FOR 
DIVIDEND REINVESTMENT AND STOCK PUR- 
CHASE PLAN AND EMPLOYEE STOCK OWNER- 
SHIP PLAN 


Allegheny Power System, Inc. (‘‘Allegheny’’), a 
registered holding company, has filed a declaration 
with this Commission and amendments thereto, 
pursuant to Sections 6(a) and 7 or the Public Utility 
Holding Company Act of 1935 (‘‘Act’’) and Rule 
50(a)(5)(c) promulgated thereunder as applicable to the 
following proposed transactions. 


Allegheny proposes to issue not more than 1,000,000 
shares of Its authorized and unissued common stock, 
par value $2.50 per share (‘‘Additional Common 
Stock’’) pursuant to a proposed-Dividend Reinvestment 
and Stock Purchase Plan (‘‘Dividend Plan’’) and 
pursuant to a proposed Tax Reduction Act Stock 
Ownership Plan (‘‘TRASOP’’). As of May 31, 1977, 
Allegheny is authorized to issue 40,000,000 shares of its 
Common Stock of which 30,792,231, are outstanding. 
Allegheny states that its Charter provides that no 
holder of Common Stock is entitled as a matter of right 
to subscribe to any new or additional shares of Common 
Stock unless the same is offered for money other than 
by a public offering. 


It is stated that the Dividend Plan will made either or 
both of the following options available, on a voluntary 
basis, to all holders of record from time to time of 
Allegheny’s Common Stock: 


(a) The investment of cash dividends automatically, on 
each quarterly dividend payment date, in Additional 
Common Stock. 
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(b) Optional cash purchases of not less than $50 and 
not more that $5,000 per quarter of Additional Common 
Stock provided that in each quarter the maximum 
aggregate amount of Additional Common Stock to be 
made available for purchase shall not exceed the 
number of shares which have been offered to, but not 
purchased by, the holders of shares of Common Stock 
with cash dividends. 


It is further stated that In each case the price of the 
Additional Common Stock will be equal to the average 
of the daily high and low market prices of Allegheny’s 
Common Stock as published in the Wall Street Journal 
Report of New York Stock Exchange-Composite 
Transactions for the 10 trading days prior to the 
dividend payment date. All costs and charges of 
participation In the Dividend Plan will be paid by 
Allegheny. A shareholder may withdraw from the 
Dividend Reinvestment part of the Dividend Plan at any 
time by giving appropriate written notice, and such 
withdrawal will have no effect on such shareholder’s 
right to continue to make optional cash purchases. 
Manufacturers Hanover Trust Company, the transfer 
agent and registrar (as of July 1, 1977) of Allegheny’s 
Common Stock, will administer the Dividend Plan, keep 
records, send statements to shareholders and perform 
all other duties related to the Plan. Shareholders who 
currently participate in the Automatic Dividend 
Reinvestment Plan for Allegheny’s Common Stock will 
automatically be enrolled in the Dividend Plan unless 
they give notice that they no longer wish to participate. 
Allegheny reserves the right to direct the administrator 
of the Plan to purchase shares in the open market, 
subject ot applicable regulatory requirements, with 
funds provided from participants’ cash dividends and 
optional cash payments. In such event Allegheny states 
that the price of any such shares to the participant will 
be the average cost of the shares excluding any related 
brokerage fees or commissions which will be paid by 
Allegheny. In the event optional cash payments exceed 
the number of shares available for optional cash 
purchases, that is the number of shares which have 
been offered to but not purchased by the holders of 
shares with cash dividends in that quarter, the 
available shares will be alloted among those who have 
made optional cash payments, in proportion to the 
amount of their optional cash payments, and any excess 
cash remaining will be refunded to participants without 
interest. Allegheny reserves the right to amend, 
suspend, modify, or terminate the Dividend Plan at any 
time, and upon such termination or upon withdrawal 
from the Dividend Plan by any shareholder certificates 
for whole shares in the participants account will be 
issued to the participant and a cash payment will be 
made for any fraction of a share. 


Allegheny proposes to issue Additional Common Stock 
to a trust for the benefit of qualified Allegheny 
employees pursuant to the requirements of the Tax 





Reduction Act of 1975, as amended by the Tax Reform 
Act of 1976. The value of shares of Additional Common 
Stock to be issued to the trust will be equal to 10% of 
the prior year’s investment tax credit (adjusted as 
required for any recapture of investment tax credit), 
and will be funded by the amount, now estimated to be 
$1.2 million for 1976, by which Allegheny’s income 
taxes are reduced as a result of the additional 1% 
investment tax credit available to Allegheny pursuant 
to Section 46(a)(2)(b)(i) of the Internal Revenue Ccde. 
The number of shares of Additional Common Stock to 
which each qualified employee (an employee of 
subsidiaries of Allegheny who is not included in a unit 
of employees covered by a collective bargaining 
agreement and who has been an employee for a 
specified period, generally 6 months, as more fully 
defined In the Plan) shall be entitled will be computed 
in proportion to the compensation of each of them 
(maximum $100,000 a year) to the total compensation of 
all such qualified employees in that year and the price 
of the shares will be equal to the daily average of the 
closing prices (as published in the Wall Street Journal 
Report of New York Stock Exchange-Composite 
Transactions) for the 20 business days preceding the 
day the stock is issued to the trust. The Additional 
Common Stock issued to the trust will be in 
consideration for the past labor and services of 
qualified Allegheny employees. All costs of 
administration of the TRASOP, in excess of those 
allowed by the Tax Reduction Act to be paid from 
contributions to the trust will be paid by Allegheny. 


The proceeds from the issuance of the Additional 
Common Stock under the Dividend Plan and the tax 
savings which will be realized as a result of the 
TRASOP, the total amount of which cannot be 
determined, will be added to Allegheny’s general funds 
and are expected to be used for pre-payment, or 
payment at maturity of short-term debt then 
outstanding, acquisition of common stock of and capital 
contributions to Allegheny’s subsidiaries and for other 
corporate purposes. It is stated that on December 31, 
1976 and May 31, 1977 Allegheny had no short-term 
debt outstanding and it is expected that on September 
30, 1977, $40 million in short-term debt will be 
outstanding pursuant to this Commission’s Order in 
File No. 70-5809. 


The fees and expenses Incurred or to be incurred in 
connection with the proposed transactions are 
estimated at $425,000, including legal fees aggregating 
$24,900 and accounting fees of $13,500. Said fees and 
expenses are exclusive of the fees of the Administrator 
of the Dividend Plan and other recurring operating 
costs of said Dividend Plan estimated at $21,000 
annually. 


The order of the Maryland Public Service Commission 
approving the proposed transactions has been filed by 


amendment. It is further stated that no other state 
commission and no federal commission, other than this 
Commission, has jurisdiction over the proposed 
transactions. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 promulgated 
under Act (HCAR No. 20107), and no hearing has been 
requested of or ordered by the Commission. Upon the 
basis of the facts in the record, it is hereby found that 
the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said declaration be permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, 
be, and it hereby is, permitted to become effective 
forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20132/ August 8, 1977 


In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 
Wilmington, Delaware 


(70-6003) 


INTERIM ORDER AUTHORIZING ISSUANCE AND 
SALE OF SHORT-TERM NOTES TO BANKS AND TO 
DEALERS IN COMMERCIAL PAPER AND EXCEP- 
TION FROM COMPETITIVE BIDDING; THE STATE 
OF OHIO, BY ITS ATTORNEY GENERAL, HAS FILED 
OBJECTIONS AND A REQUEST FOR A HEARING 


The Columbia Gas System, Inc. (‘‘Columbia’’), a 
registered holding company, has filed an application 
and amendments thereto with this Commission 
pursuant to Section 6(b) of the Public Utility Holding 
Company Act of 1935 (‘‘Act’’) and Rule 50(a)(5) 
promulgated thereunder regarding the following 
proposed transactions. 


Columbia requests that the exemption from the 
provisions of Section 6(a) of the Act afforded to it by the 
first sentence of Section 6(b), relating to the issue and 
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sale of short-term notes, be increased through May 31, 
1978, from 5% to approximately 18% of the principal 
amount and par value of the other securities of 
Columbia then outstanding in order to permit Columbia 
to have outstanding up to $322,000,000 principal 
amount of proposed short-term notes, consisting of 
bank notes and commercial paper. Generally, Columbia 
will make the proceeds from the sale of these notes 
available to its subsidiary companies for the purchase 
of gas for underground storage and other liquid 
hydrocarbons inventories and for other short-term 
requirements. In this regard, see Columbia’s filing for 
intrasystem financing (HCAR No. 19996). It is stated 
that the short-term gas and liquid hydrocarbon 
requirements of approximately $245,000,000, together 
with interim cash requirements of up to $77,000,000 for 
emergency gas purchases, may make it necessary to 
have outstanding at any one time up to May 31, 1978, 
short-term notes in the aggregate amount of 
$322,000,000. 


Columbia proposes to issue and sell commercial paper 
to one or more dealers, and it will continue to do so as 
long as the effective interest rate is less that the 
effective interest cost which Columbia would have to 
pay to banks for an equivalent amount of funds as of the 
date of borrowing, except that, in order to obtain 
maximum flexibility, commercial paper may be issued 
with a maturity of not more than 60 days from the date 
of issue with an effective interest cost in excess of such 
effective Interest cost on bank borrowings. 


The commercial paper will be in the form of promissory 
notes with maturities not to exceed 270 days and will 
not be prepayable prior to maturity. The actual 
maturities will be determined by market conditions, 
effective interest cost to Columbia, and Columbia’s 
anticipated cash requirements at the time of issuance. 
The commercial paper notes will be issued in 
denominations of not less than $50,000 and not more 
than $5,000,000 and will be sold at a discount which will 
be not in excess of the discount rate per annum 
prevailing at the date of issuance for commercial paper 
of the particular maturity and rating. 


It is stated that no commission or fee will be payable in 
connection with the issue and sale of the commercial 
paper notes. Each dealer, as principal, will reoffer such 
notes as a discount rate of 1/8 of 1% per annum less 
than the discount rate to Columbia. The reoffering will 
be made to not more than an aggregate of 200 
customers of the dealers, such customers to be 
identified and designated in lists (nonpublic) prepared 
in advance. No additions will be made to the customer 
lists, which will consist of institutional investors. It is 
expected that Columbia’s commercial paper notes will 
be held by customers to maturity, but, if they wish to 
resell prior thereto, the applicable dealer, pursuant to a 
repurchase agreement, will repurchase the notes and 
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reoffer the same to others in its specified group of 
customers. 


Columbia requests exception from the competitive 
bidding requirements of Rule 50 for the proposed issue 
and sale of its commercial paper. In support of this 
request, Columbia states that the proposed commercial 
paper notes will have a maturity of nine months or less, 
that it is not practical to invite competitive bids for 
commercial paper, and that current rates for 
commercial paper for such prime borrowers as 
Columbia are published daily in financial publications. 


Columbia proposes that up to $322,000,000 of the 
proposed short-term borrowings may be in the form of 
short-term bank notes, issued from time to time in 
accordance with credit-line agreements with two 
groups of participating banks. The notes are to be 
repaid on or before May 31, 1978, and will be 
prepayable, In whole or in part, without penalty. 
Columbia calculates its effective cost of money with 
respect to the bank notes at 7.71% per annum 
assuming a prime rate of 6-’2% and with respect to the 
commercial paper at 5.89% per annum based upon a 
5-1/8% commercial paper rate. 


No State commission and no Federal commission, other 
than this Commission, has jurisdiction over the 
proposed issuance and sale of notes to banks and 
commercial paper. 


Due notice of the filing of Columbia’s application was 
given In the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 20010). On May 25, 1977, the 
State of Ohio through its Attorney General’s Office filed 
a request for hearing and motion to intervene in the 
proceeding. The Attorney General alleges that the fuel 
procurement program of Columbia has resulted in 
higher cost of gas to Columbia’s ultimate customers in 
Ohlo and elsewhere. The State recognizes Columbia’s 
need for the requested short-term borrowings, and thus 
does not oppose the application per se. It does, 
however, request that this Commission conduct a 
thorough review of Columbia’s gas procurement 
policies, especially In regard to synthetic natural gas 
purchases, to make sure that the proceeds from 
short-term borrowings are used to acquire the greatest 
quantity of natural gas at the cheapest price for the 
winter season of 1978-79 and to some extent for this 
winter. 


Under Section 6(b) of the Act, Columbia is currently 
permitted to borrow approximately $95,000,000 or 
short-term obligations without an order of the 
Commission. Columbia is presently engaged in the 
purchase of gas for underground storage and other 
liquid hydrocarbons inventories. Its application 
specifies its further Immediate cash needs, and, on the 
basis thereof, the Commission deems it appropriate in 





the public interest and In the Iterest of investors and 
consumers that pending ultimate determination of the 
issues herein Columbia have the necessary authority to 
make interim borrowings during the period expiring 
September 30, 1977, in a maximum amount not 
exceeding $200,000,000 at any one time outstanding. 
Accordingly, 


IT IS ORDERED that Columbia be, and hereby is, 
authorized to Issue and sell up to $200,000,000 
aggregate principal amount of unsecured notes to 
banks and dealers in commercial paper, from time to 
time through September 30, 1977, In accordance with 
the borrowing conditions proposed in the application; 
and that an exception from competitive bidding with 
respect to such Issuance and sale be, and hereby is, 
granted. Jurisdiction is hereby reserved with respect to 
the application of Columbia, without prejudice to the 
request for a hearing by the Attorney General of Ohio. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20133/ August 8, 1977 


In the Matter of 

THE SOUTHERN COMPANY 

64 Perimeter Center East 

P.O. Box 720071 

Atlanta, Georgia 30346 

ALABAMA POWER COMPANY 

GEORGIA POWER COMPANY 

GULF POWER COMPANY 

MISSISSIPPI POWER COMPANY 

SOUTHERN COMPANY SERVICES, INC. 
SOUTHERN ELECTRIC GENERATING COMPANY 
(70-6040) 

NOTICE OF PROPOSED ISSUANCE AND SALE OF 
COMMON STOCK PURSUANT TO THE SYSTEM’s 
EMPLOYEE STOCK OWNERSHIP PLAN 


NOTICE IS HEREBY GIVEN that The Southern 
Company (‘‘Southern’’), a registered holding company, 


and its above-named subsidiary companies have filed 
an application-declaration with this Commission 
pursuant to the Public Utility Holding Company Act of 
1935 (‘‘Act’’), designating Sections 6(a), 7, 9(a), and 10 
of the Act and Rule 50(a)(5) promulgated thereunder as 
applicable to the following proposed transactions. All 
Interested persons are referred to the application- 
declaration, which is summarized below, for a complete 
statement of the proposed transactions. 


Southern proposes to Issue and sell from time to time 
through September 30, 1978, a maximum of 
$15,000,000 of its authorized but unissued common 
stock, par value $5 per share, in order to provide 
common stock to fund The Employee Stock Ownership 
Plan of the Southern Company System (‘‘Plan’’). 
Southern intends to apply the proceeds from the 
proposed sale of the common stock for further equity 
investments as authorized by this Commission (File No. 
70-5978) and for other corporate purposes. 


The Application-declaration states that in order to 
encourage and assist employees of Southern’s 
subsidiaries to acquire ownership of Southern’s 
common stock and thereby promote in the employees a 
strong Interest in the successful operation of The 
Southern. Company System, Southern Company 
Services, Inc., Alabama Power Company, Georgia 
Power Company, Gulf Power Company, Mississippi 
Power Company, and Southern Electric Generating 
Company (the ‘‘Employing Companies’’) have adopted 
the Plan, effective January 1, 1976, in accordance with 
Section 301(d) of the Tax Reduction Act of 1975, as 
amended, and Section 401(a) of the Internal Revenue 
Code of 1954, as amended. The Employing Companies 
will be entitled to an additional 1% investment tax 
credit which they otherwise would not be able to claim. 
Thus, in effect, money that would otherwise be paid in 
taxes Is used, as described below, to provide employees 
with an ownership interest in Southern. 


Under the Plan, the Employing Companies will, in each 
calendar year, obligate themselves to contribute cash or 
common stock of Southern having an aggregate value 
equal to 1% of the amount of their qualified investment 
in property in respect of which investment tax credit 
has been claimed by the Employing Companies in their 
consolidated Federal Income tax return for the 
preceding year. The Plan will be administered by the 
Plan Committee, the members of which are appointed 
by the Board of Directors of Southern Company 
Services, Inc. Contributed cash and common stock will 
be held In trust (the ‘‘Trust’’) under the Employees’ 
Stock Ownership Plan Agreement of Trust for the 
benefit of participating employees of the Employing 
Companies. Generally, each employee who has been 
employed at least one year and who is at least 
twenty-five years of age automatically participates in 
the Plan. (Union employees participate in the Plan only 
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if thelr union representative and the Employing 
Company so agree.) 


Cash contributed under tne Plan is to be primarily 
invested in common stock of Southern. In addition, cash 
dividends paid on the common stock of Southern held in 
the Trust will, unless a participant elects to have 
dividends allocated to his account paid to him currently, 
be reinvested In additional shares of Southern’s 
common stock. Common stock which the Employing 
Companles contribute to the Trust, as well as common 
stock purchased by the Trust, may be purchased on the 
open market or by private purchase, including 
purchases directly from Southern; however, it is 
currently anticipated that such common stock will be 
primarily purchased directly from Southern. The 
purchase price per share of common stock purchased by 
the Employing Companies or by the Trust (with 
contributed cash) will: (a) if the stock Is purchased on 
the open market, be the market price thereof; (b) if the 
stock Is purchased directly from Southern, be either (1) 
an amount equal to the closing price of Southern’s 
common stock on the New York Stock Exchange for the 
trading day immediately preceding the date of 
purchase, or (2) the 20-day Average, or (3) such other 
price, if any, as may be prescribed by the Internal 
Revenue Code of 1954, as amended, or by the Internal 
Revenue Service in rules or regulations relating to 
plans similar to the Plan; and (c) If the stock is 
purchased privately other than from Southern, be no 
greater than the highest of the prices specified in (b) 
above. In reinvesting cash dividends allocated to a 
participant’s account, the Trust may purchase common 
stock under Southern’s Dividend Reinvestment and 
Stock Purchase Plan (at the price provided for in such 
plan), on the open market, or by private purchase, 
including purchases directly from Southern (at the 
prices described above). 


All costs of establishment and administration of the 
Plan and the Trust, in excess of those costs allowed by 
the Internal Revenue Code of 1954 and the Tax 
Reduction Act of 1975 to be paid from contributions to 
the Trust, will be paid by the Employing Companies. 


Under the Plan, the number of shares allocated to a 
participating employee’s account with respect to any 
calendar year will generally be an amount which bears 
the same relation to the aggregate amount of all shares 
to be allocated with respect to that year as the amount 
of compensation (up to $100,000) actually paid to such 
participating employee during that year bears to the 
total compensation (up to $100,000 for each 
participating employee) paid to all participating 
employees during that year. Amounts credited to the 
account of a participant under the Plan shall be fully 
vested and nonforfeitable. Participants in the Plan are 
not allowed to make contributions thereto on their own 
behalf. Participants in the Plan (or their beneficiaries) 
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recelve the shares held in the Trust for their benefit 
only In the event that the participant ceases to be an 
employee or upon the showing by a participant of an 
unusual or special situation in his financial affairs 
requiring the withdrawal of shares. 


Each employee who Is a participant in the Plan will be 
entitled to direct the manner in which voting rights on 
shares of common stock credited to his or her account 
under the Plan are to be exercised. Shares for which 
voting Instructions are not received will not be voted. 


Fees and expenses to be Incurred In connection with the 
proposed transactions are to be filed by amendment. It 
is stated that no State or Federal commission, other 
than this Commission, has jurisdiction over the 
proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than September 2, 1977, request 
in writing that a hearing be held in respect of such 
matter, stating the nature of his interest, the reasons 
for such request, and the Issues of fact of law raised by 
sald application-declaration which he desires to 
controvert; or he may request that he be notified should 
the Commission order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request should be served personally or by 
mail upon the applicants-declarants at the above-stated 
address, and proof of service (by affidavit or, in case of 
an attorney at law, by certificate) should be filed with 
the request. At any time after said date, the 
application-declaration, as filed or as it may be 
amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as It may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) any postponements thereof. 


For the Commission, by the Division of Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20134/ August 9, 1977 


Administrative Proceeding File No. 3-5270 





In the Matter of 


BRITISH AMERICAN UTILITIES CORPORATION 
718 Ellicott Square Building 
Buffalo, New York 14203 


NORTH EAST HEAT & LIGHT COMPANY 
16 North Lake Street 
North East, Pennsylvania 16428 


(54-256) 


NOTICE OR FILING OF AND ORDER FOR HEARING 
ON A PLAN UNDER SECTION 11(e) FOR THE 
REORGANIZATION OF A HOLDING COMPANY 
SYSTEM THROUGH THE MERGER OF THE 
HOLDING COMPANY INTO ITS SOLE SUBSIDIARY 


NOTICE IS HEREBY GIVEN that British American 
Utilities Corporation (‘‘British American’’), a regis- 
tered holding company, and its sole and wholly-owned 
subsidiary, North East Heat & Light Company (‘‘North 
East’’), have filed a plan with this Commission 
pursuant to Section 11(e) of the Public Utility Holding 
Company Act of 1935 (‘‘Act’’) providing for the 
reorganization of the British American system. Sections 
6, 7, 9, 10, 12 and 13 of the Act and Rule 62 
promulgated thereunder have also been designated as 
applicable to the proposed transaction. All interested 
persons are referred to the plan, which is summarized 
below, for a complete statement of the proposed 
transaction. 


The general purpose of the proposed plan is to liquidate 
British American as a corporate entity and exchange 
shares of North East for the outstanding shares of 
British American. British American presently has 
outstanding 620 of the 3,000 authorized shares of its 
preferred stock, par value $100 per share, and 2,802-1 
of the 4,500 authorized shares of Its no par common 
stock. British American has 22 preferred shareholders 
and 20 common shareholders. North East presently has 
outstanding all of its 240 authorized shares of common 
stock, par value $100 per share; all of such stock is held 
by British American. Prior to the closing date, in order 
to bring its stock authorization Into conformity with that 
of British American, North East will amend its Articles 
of Incorporation to authorize 3,000 shares of $100 par 
preferred stock and 4,500 shares of no par common 
stock. 


At the closing North East will issue and deliver to 
British American, or to such persons as British 
American may designate, 620 shares of the newly 
authorized North East preferred stock and 2,802-1 
shares of the newly authorized North East common 
stock. British American will direct that the newly issued 
North East stock be delivered to the existing 
shareholders of British American to replace, on a share 


for share basis, the shares held by those shareholders. 


At the closing British American will convey all of its 
properties, rights and assets to North East. At that time 
North East will assume all of British American’s 
liabilities, contracts and obligations. Upon completion 
of the above transactions British American, then having 
no assets, will be liquidated. 


British American states that if necessary it will make a 
request to the Commission, pursuant to the provisions 
of Section 11(e), that the Commission apply to a court, 
in accordance with Section 18(f), to enforce and carry 
out the provisions of the plan. 


A statement of the fees and expenses to be incurred in 
connection with the proposed transaction will be filed 
by amendment. All such fees will be paid by North 
East. The Pennsylvania Public Utilities Commission 
has jurisdiction over the proposed recapitalization of 
North East. 


IT |S HEREBY ORDERED that a hearing on this matter 
be held September 7, 1977, at 10:00 a.m., E.D.T., In 
Room 2416 of the office of the Securities and Exchange 
Commission, 1100 L Street, N.W., Washington, D.C. 
20549. Any person desiring to be heard in connection 
with this matter or proposing to intervene therein shall 
file with the Secretary of the Commission, on or before 
September 2, 1977, a written request relative thereto as 
provided in Rule 9 of the Commission’s Rules of 
Practice. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. Persons filing an application 
to participate or be heard will receive notice of any 
adjournment of the hearing as well as other actions of 
the Commission involving the subject matter of this 
proceeding. 


IT IS FURTHER ORDERED that an Administrative Law 
Judge, hereafter to be designated, shall preside at said 
hearing. The officer so designated is hereby authorized 
to exercise all the powers granted to the Commission 
under Section 18(c) of the Act and to a hearing officer 
under the Commission’s Rules of Practice. 


IT 1S FURTHER ORDERED that at said hearing 
evidence shall be adduced with respect to the foregoing 
matters and questions. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved to separate, in whole or in part, 
either for hearing or for disposition, any issues or 
questions which may arise in these proceedings and to 
take such other action as may appear conductive to an 
orderly, prompt, and economical disposition of the 
matters Involved. 
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IT IS FURTHER ORDERED that the Secretary of the 
Commission shall serve notice of such hearing by 
mailing a copy of this notice and order by registered 
mail to British American and North East, and to the 
Pennsylvania Public Utilities Commission; that British 
American mail a copy of this notice and order to all 
public holders of record of its captial stock at least 
twenty days prior to the date of hearing; and that notice 
of said hearing be given to all other interested persons 
by a general release of the Commission and by 
publication of this notice and order in the Federal 
Register. 


For the Commission. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 20135/ August 9, 1977 


In the Matter of 


SOUTHWESTERN ELECTRIC POWER COMPANY 
Shreveport, Louisiana 71156 


(70-6029) 


ORDER APPROVING PROPOSED CREDIT AGREE- 
MENT BETWEEN BANK AND UTILITY COMPANY 


Southwestern Electric Power Company (‘‘SWEPCO’’), 
an electric utility subsidiary of Central and South West 
Corporation, a registered holding company, has filed a 
deciaration with this Commission, pursuant to Sections 
6 and 7 of the Public Utility Holding Company Act of 
1935 (‘‘Act’’) regarding the following proposed 
transaction. 


SWEPCO commenced commercial operation this spring 
of its first coal-fired generating unit, Unit No. 1 at 
Welsh Power Plant, near Cason, Texas (‘‘Welsh’’). 
Coal for Welsh comes from a mine in Wyoming and is 
supplied under a 25 year requirements contract. 
SWEPCO plans to maintain a coal inventory at Welsh 
equivalent to an average of 60 to 90 days’ supply, about 
500,000 tons. Coal Is delivered by unit train, three 
times a week, and SWEPCO pays the supplier on the 
15th of the month for one-half the estimated deliveries 
for that month and one-half the actual deliveries for the 
prior month and pays the rail carrier its freight charges 
upon delivery. At current prices, including freight, 
SWEPCO estimates that the coal inventory at Welsh 
will have an average value of approximately 
$7,000,000. 
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SWEPCO proposes to enter into a Credit Agreement 
(the ‘‘Agreement’’) with Bank of America National 
Trust and Savings Association (the ‘‘Bank’’) to provide 
a source for financing the coal for Welsh, including 
transportation charges paid to carriers but not for any 
of SWEPCO’s internal costs, until the time SWEPCO 
reasonably expects to collect from its customers 
revenues reimbursing It for such fuel costs. Under the 
agreement, the Bank will make available to SWEPCO 
an acceptance line of credit (‘‘acceptance credit’’) in a 
maximum amount of $5,000,000 under which the Bank 
will accept drafts until June 30, 1978, to finance coal for 
Welsh. Drafts shall be equal In term to the time 
SWEPCO estimates will be necessary for it to recover 
Its costs from customers, which Is expected to average 
60 days. No draft shall exceed 270 days. Each draft will 
be accepted at its face amount less the Bank’s then 
prevailing acceptance commission and cost of 
discounting. The effective rate of the acceptance will, 
including such commission and cost, be approximately 
103 basis points over the prevailing certificate of 
deposit bid rate for equivalent maturities, depending 
on the cost of discounting fixed by the Federal Reserve 
System. By way of Illustration, the 60 day certificates of 
deposit rate quoted in the Wal/ Street Journal on June 
27, 1977, 5.30%, would produce a cost of money to 
SWEPCO of 6.33%. No compensating balances or 
indirect costs are involved. The Agreement also 
extends to SWEPCO an ‘‘advance credit’’ in a 
maximum amount of $500,000 to permit it to borrow the 
amount of the Bank’s discount and commission. The 
interest rate on this credit would be 120% of the Bank’s 
prime rate for 90-day loans to substantial borrowers in 
effect on the date of the loan. SWEPCO does not expect 
to have to use this credit. With respect to the advance 
credit component, a prime rate of 6.50% to 6.75% 
would result in an effective interest cost of SWEPCO of 
7.80% to 8.10%. 


Notwithstanding the respective maximum principal 
amounts of the acceptance credit and the advance 
credit, the maximum aggregate principal amount 
outstanding of the two credits shall not exceed 
$5,000,000. 


The funds advanced under either the acceptance credit 
or the advance credit may only be applied to finance the 
purchase and/or shipment of coal to Welsh. 


The Bank will enjoy a security interest in the coal 
financed under the Agreement. SWEPCO intends, if 
permitted by the applicable regulatory agencies, to 
include the financing costs under the Agreement as a 
component in its fuel costs under fuel adjustment 
clauses In its ratos. 


No state commission and no federal commission, other 
than this Commission, has any jurisdiction with respect 
to the proposed transaction. Fees and expenses to be 





incurred in connection with the proposed transaction 
are estimated at $5,500, Including a total of $2,000 in 
legal fees. 


Due notice of filing of said declaration has been given in 
the manner prescribed in Rule 23 promulgated under 
the Act (HCAR No. 20110), and no hearing has been 
requested of or ordered by the Commission. Upon the 
basis of the facts in the record, it is hereby found that 
the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that It is appropriate In the public 
interest and In the interest of investors and consumers 
that the declaration, be permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, 
be and It hereby is, permitted to become effective 
forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 20136/ August 9, 1977 


SEE 


SECURITIES ACT OF 1933 
Rel. No. 5850/ August 9, 1977 








TRUST INDENTURE ACT OF 1939 





TRUST INDENTURE ACT OF 1939 
Release No. 479/ August 10, 1977 


The Securities and Exchange Commission has issued a 
notice giving interested persons until August 31, 1977 
to request a hearing on an application by The Standard 
Oil Company, an Ohio corporation (‘‘Sohio’’), and 
Sohio Pipe Line Company, a Delaware corporation 
(‘‘Sohlo Pipe Line’), pursuant to Section 310(b)(1)(il) of 
the Trust Indenture Act of 1939 (the ‘‘Act’’) declaring 
that the trusteeship of Morgan Guaranty Trust 
Company of New York (‘‘Morgan Guaranty’’) under an 
indenture dated as of December 1, 1974, with Sohio/ BP 


Trans Alaska Pipeline Finance Inc. (which name has 
since been changed to Sohio/ BP Trans Alaska Pipeline 
Capital Inc.) and three Indentures each dated as of 
December 1, 1976 with Sohio, all of which are qualified 
under the Act, and under a new indenture dated as of 
July 1, 1977, with the City of Valdez, Alaska, which is 
not qualified under the Act, are not so likely to Involve a 
material conflict of Interest as to make It necessary in 
the public interest or for the protection of investors to 
disqualify Morgan Guaranty from acting as trustee 
under any of these indentures. 
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INVESTMENT COMPANY ACT OF 1940 
Rel. No. 9738/April 27, 1977 


In the Matter of 


MERCURY GROWTH FUNDS, INC. 
Suite 314 Professional Bldg. 

215 Franklin Street 

Monterey, California 93040 


(811-1888) 


ORDER PURSUANT TO SECTION 8(f) OF THE 
INVESTMENT COMPANY ACT OF 1940 DECLARING 
THAT MERCURY GROWTH FUNDS, INC. HAS 
CEASED TO BE AN INVESTMENT COMPANY. 


On March 28, 1977, a notice was issued (Investment 
Company Act Release No. 9698) stating that the 
Commission proposed to declare by order on its own 
motion, pursuant to Section 8(f) of the Investment 
Company Act of 1940 (‘‘Act’’), that Mercury Growth 
Funds, Inc., has ceased to be an investment company 
as defined in the Act. 


The notice gave interested persons an opportunity to 
request a hearing, and stated that an order disposing of 
the matter would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed and the Commission has not ordered a 
hearing. 


The matter has been considered, and It is found that 
Mercury Growth Funds, Inc., has ceased to be an 
investment company. Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, 


that the registration of Mercury Growth Funds, Inc., 
under the Act shall forthwith cease to be in effect. 
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For the Commission, by the Division of Investment 


~ Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9778/May 25, 1977 


In the Matter of 
RICHARD DOUGLAS AVERY 


The Securities and Exchange Commission announced 
the entry of an order for proceedings and notice of 
hearing pursuant to Section 9(b) of the Investment 
Company Act of 1940, Section 203(f) of the Investment 
Advisers Act of 1940 and Section 15(b) of the Securities 
Exchange Act of 1934 to determine whether it is in the 
public interest to censure, suspend or bar Richard 
Douglas Avery (Avery) from association with a 
registered Investment company, an investment adviser 
and a broker or dealer. The Commission’s order 
alleges that Avery wilfully violated Section 17(e)(1) of 
the Investment Company Act of 1940 in that he 
accepted compensation for the purchase and sale of 
‘ property of a registered investment company. 


The Commission announced that a public hearing for 
the purposes of taking evidence on this matter will be 
set at a time and place to be fixed and before an 
administrative law judge to be designated by further 
order. 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9881 / August 8, 1977 


In the Matter of 
CONSOLIDATED INVESTORS TRUST 
4601 Ponce de Leon Boulevard 


Coral Gables, Florida 33146 


(811-2426) 


NOTICE OF FILING OF APPLICATION FOR AN 
ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that Consolidated 
Investors Trust (formerly known as Consolidated 
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Investors Real Estate Trust) (‘‘Applicant’’), registered 
under the Investment Company Act cf 1940 (‘‘Act’’) as 
an open-end, diversified, management company, filed 
an application on June 27, 1977, and an amendment 
thereto on July 21, 1977, pursuant to Section 8(f) of the 
Act, for an order of the Commission declaring that 
Applicant has ceased to be an investment company as 
defined in the Act. All interested persons are referred 
to the application on file with the Commission for a 
statement of the representations set forth therein, 
which are summarized below. 


Applicant registered under the Act by filing a Form 
N-8A Notification of Registration on October 29, 1973. 
Applicant represents that on June 22, 1977, a majority 
of its shareholders voted for the termination and 
liquidation of Applicant. Accordingly, Applicant’s 
custodian, First National Bank of Boston, was directed 
to distribute all assets in cash to the holders of 
beneficial Interest of the Applicant in proportion to 
their respective rights by no later than June 29, 1977. 
Applicant further represents that all of its assets have 
been distributed to the holders of beneficial interest. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, upon application, finds that a 
registered Investment company has ceased to be an 
investment company, It shall declare by order, and 
upon the effectiveness of such order, the registration of 
such company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than September 2, 1977, at 5:30 
p.m., submit to the Commission in writing a request for 
a hearing on the matter accompanied by a statement as 
to the nature of his interest, the reasons for such 
request, and the issues, if any, of fact or law proposed 
to be controverted, or he may request that he be 
notified if the Commission shall order a hearing 
thereon. Any such comunication should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall 
be served personally or by mail upon Applicant at the 
address stated above. Proof of such service (by affidavit 
or, in the case of an attorney-at-law, by certificate) shall 
be filed contemporaneously with the request. As 
provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
application will be issued as of course following said 
date unless the Commission thereafter orders a 
hearing upon request or upon the Commission’s own 
motion. Persons who request a hearing, or advice as to 
whether a hearing Is ordered, will receive any notices 
and orders issued in this matter, Including the date of 
the hearing (if ordered) and any postponements 
thereof. 





For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9882 / August 8, 1977 


See 


SECURITIES ACT OF 1933 
Release No. 5849 / August 8, 1977 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9883 / August 8, 1977 


(File No. S7-698 Comment Period ends 9/19/77) 
INVESTMENT COMPANY ANNUAL REPORTS 


Extension of Comment Period for Proposed Revision of 
Regulations 


AGENCY: Securities and Exchange Commission. 
ACTION: Extension of comment period. 


SUMMARY: This notice extends the period for 
comments on the notice published May 31, 1977, 
proposing a revision of the Commission’s regulations 
on the filing of investment company annual reports to 
require that such reports be filed within 90 days (rather 
than the current 120 days) after the end of the fiscal 
year. This will make available to the staff of the 
Commission information relating to a company’s most 
recent fiscal year at the time that it reviews a 
posteffective amendment to that company’s registra- 
tion statement under the Securities Act of 1933. It will 
also bring the required filing date for annual reports 
into line with the required filing date for annual reports 
filed by Industrial companies. 


DATE: Comments must be received on or before 
September 19, 1977. 


ADDRESS: Comments should be sent to George A. 


Fitzsimmons, Secretary, Securities and Exchange 
Commission, 500 N. Capitol Street, Washingtn, D.C. 
20549. 


FOR FURTHER INFORMATION CONTACT: Glen 
Payne, Special Counsel, Division of Investment 
Management, Securities and Exchange Commission, 
Washington, D.C. 20549 (202-755-0230). 


SUPPLEMENTARY INFORMATION: 


Notice was published on May 31, 1977, IC-9783 [42 FR 
29828, June 9, 1977] proposing the adoption of an 
amendment to Rule 30a-1 [17 CFR 270.30a-1] under the 
Investment Company Act of 1940 [15 U.S.C. 80a - et 
seq.]. A request for an extension of the comment period 
to September 19, 1977, has been submitted on behalf of 
the Association of Publicly Traded Investment Funds 
(‘‘Association’’). The Association stated that because 
of the personal commitments and schedules of 
members of the Association and the large volume of 
material that must be analyzed, it would not be feasible 
for it to comment by August 15, 1977, the present 
expiration date of the comment period. In view of this 
request, the Commission has authorized an extension 
until September 19, 1977, of the due date for 
submitting commenis with respect to the proposed rule 
amendment. The Commission believes that this 
extension is appropriate and will not result in undue 
delay. All interested persons are invited to submit their 
written views and comments in triplicate to George A. 
Fitzsimmons, Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549 on or before 
September 19, 1977. Ail such communications should 
refer to Fue No. S7-698, and will be available for public 
inspection at the Commission’s Public Reference 
Room, Room 6101, 1100 L Street, N.W., Washington, 
D.C. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


August 8, 1977 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9884 / August 9, 1977 


In The Matter of 


BEAVER INSURANCE COMPANY 
Suite 440 

300 Montgomery Street 

San Francisco, California 94104 


CONTINENTAL CAPITAL CORPORATION 
Suite 2690 

555 California Street 

San Francisco, California 94104 
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FRED PARR COX 

Suite 5185 

555 California Street 

San Francisco, California 94104 


and 


DUNFORD FORREST GREENE 
Suite 2680 

555 California Street 

San Francisco, California 94104 


(812-4129) 


ORDER PURSUANT TO SECTIONS 17(b) AND 17(d) 
OF THE ACT AND RULE 17d-1 THERUNDER. 


On July 14, 1977, notice was given (Investment 
Company Act Release No. 9849) of an application filed 
on April 27, 1977, by Continental Capital Corporaton 
(‘‘Continental’’), licensed as a small business 
investment company under the Small Business Act of 
1958 and registered under the Investment Company 
Act of 1940 (the ‘‘Act’’) as a non-diversified, 
closed-end, management investment company, Beaver 
Insurance Company (“Beaver”), a privately-owned 
workman’s compensation Insurance company, Mr. 
Fred Parr Cox (‘‘Mr. Cox’’), chairman of Continental 
and a director of Beaver, and Mr. Dunford Forrest 
Greene (‘‘Mr. Greene’’), a director of Continental and 
Beaver (collectively, ‘‘Applicants’’), for an order 
pursuant to Sections 17(b) and 17(d) of the Act and Rule 
17d-1 thereunder (1) exempting from the provisions of 
Section 17(a) of the Act the proposed sale by Beaver to 
Continental of 6,667 shares of Beaver common stock, at 
a price of $52.50 per share, and (2) permitting, as a 
Joint transaction, the proposed sale of Beaver common 
stock to Continental, Mr. Cox, Mr. Greene and certain 
officers, directors and employees of Beaver at a price of 
$52.50 per share. 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of 
the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed, and the Commission has not ordered a 
hearing. 


The matter having been considered, it Is found, on the 
basis of the information stated in the application, that 
the terms of the proposed sale by Beaver to Continental 
of 6,667 shares of Beaver common stock, including the 
consideration to be paid and received, are reasonable 
and fair and do not Involve overreaching on the part of 
any person concerned, and that the proposed sale is 
consistent with the policy of Continental and the 
general purposes of the Act. It is further found, on the 
basis of such Information, that the joint transaction, 
whereby Beaver proposes to sell Continental, Mr. Cox, 
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Mr. Greene and certain officers, directors, and 
employees of Beaver shares of its common stock, will 
be consistent with the provisions, policies and purposes 
of the Act and that the participation of Continental will 
be on a basis not less advantageous than that of other 
participants. Accordingly, 


IT 1S ORDERED, pursuant to Section 17(b) of the Act, 
that the proposed sale of 6,667 shares of Beaver 
common stock by Beaver to Continental at a price of 
$52.50 per share be, and hereby is, exempted from the 
provisions of Section 17(a) of the Act. 


IT iS FURTHER ORDERED, pursuant to Section 17(b) 
of the Act, that the proposed sale of 6,667 shares of 
Beaver common stock by Beaver to Continental at a 
price of $52.50 per share be, and hereby is, exempted 
from the provisions of Section 17(a) of the Act. 


IT iS FURTHER ORDERED, pursuant to Section 17(d) 
of the Act and Rule 17d-1 thereunder, that the proposed 
sale of Beaver common stock to Continental, in the 
amount of 6,667 shares, to Mr. Cox, In the amount of 
1,000 shares, to Mr. Greene, In the amount of 4,300 
shares, and to certain officers, directors and employees 
of Beaver, in each case at a price of $52.50 per share, 
be, and hereby Is, permitted. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9885 / August 10, 1977 


In the Matter of 


PETROLEUM CORPORATION OF AMERICA 
201 North Charles Street 
Baltimore, Maryland 21201 


(811-81) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT APPLICANT HAS CEASED TO 
BE AN INVESTMENT COMPANY 


On July 13, 1977, a notice was issued (Investment 
Company Act Release No. 9846) of an application filed 
on April 21, 1977, by Petroleum Corporation of 
American (‘‘Applicant’’), a closed-end, diversified 
management Investment company registered under the 
Investment Company Act of 1940 (‘‘Act’’), for an order 





of the Commission declaring that Applicant has ceased 
to be an Investment company. 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of 
the application would be Issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that 
Applicant has ceased to be an investment company. 
Accordingly, 


IT 1S ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of Petroleum Corporation of 
America under the Act shall forthwith cease to be in 
effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 98861 / August 10, 1977 


Certain Persons Not Deemed Interested Persons 
AGENCY: Securities and Exchange Commission. 
ACTION: Final rule. 


SUMMARY: The Securities and Exchange Commission 
has adopted a rule to exempt certain persons from 
being deemed Interested persons under the Investment 
Company Act of 1940. This exemption applies under 
specified circumstances to a broker or dealeer, or an 
affillated person of such broker or dealer, who would 
otherwise be deemed an interested persons of an 
investment company, or of an investment company’s 
investment adviser or principal underwriter. This rule 
will obviate the need for exemptive applications under 
circumstances in which the Commission has granted a 
number of orders. 


EFFECTIVE DATE: Immediately. 
FOR FURTHER INFORMATION CONTACT: 
Mark B. Goldfus, Attorney, Division of Investment 


Management, Securities and Exchange Commission, 
Washington, D.C. 20549 (202-755-0225). 


SUPPLEMENTARY INFORMATION: On June 3, 1977, 
the Commission published notice in Investment 
Company Act Release No. 9799 (42 FR 30215 (June 13, 
1977)), that it had under consideration a proposal to 
adopt Rule 2a-5 [17 CFR 270.2a-5] under the 
Investment Company Act of 1940 [15 U.S.C. 80a-1 et 
seq.] (‘‘Act’’). The notice invited all persons who are 
interested In this matter to submit their views and 
comments on the proposed rule. The Commission has 
considered the comments received and has determined 
that, as modified herein, Rule 2a-5 is necessary or 
appropriate in the public Interest and consistent with 
the protection of Investors and the purposes fairly 
Intended by the policy and provisions of the Act. The 
adoption of Rule 2a-5 represents another step In the 
Commission’s program to examine its regulation of 
investment companies and institute appropriate 
modifications where practicable. 


In response to a concern that the proposed rule’s 
reference to investment company ‘‘shares’’ may be 
thought to exclude from its scope variable annuity 
contracts or variable life insurance contracts, the rule 
has been modified by deleting the word ‘‘shares’’ In 
favor of the term ‘‘securities.’’ 


Because Rule 2a-5 is exemptive In nature, it is effective 
immediately. 


Accordingly, Part 270, Chapter I! of Title 17 of the Code 
of Federal Regulations is amended, pursuant to Section 
6(c) of the Act [15 U.S.C. 80a-6(c)], by adding 
§270.2a-5 as follows: 


A person shall not be deemed an interested person of 
another person, as defined by Section 2(a)(19), with 
respect to an investment company, or any investment 
adviser of or any principal underwriter for such 
investment company, solely because such person is a 
broker or dealer, as described in subparagraphs (A)(v) 
and (B)(v) of Section 2(a)(19), or an affiliated person of 
such a broker or dealer: Provided, That (a) such broker 
or dealer does not directly or indirectly act as a broker 
or dealer except In distributing securities Issued by one 
or more registered investment companies other than 
such investment company; and (b) no such securities 
are distributed to such investment company. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


August 10, 1977 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 9887 / August 11, 1977 


See 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 13849 / August 11, 1977 








SECURITIES INVESTOR PROTECTION 
ACT OF 1970 





SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 63 / August 8, 1977 


See 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 13842 / August 8, 1977 








LITIGATION 





Litigation Release No. 8055/August 5, 1977 


SECURITIES AND EXCHANGE COMMISSION v. PENN 
CENTRAL COMPANY, et al. 
Civil Action No. 74-1125, E.D. Pa. 


The Securities and Exchange Commission announced 
that its action as to Fidel Goetz in SEC v. Penn Central 
Company, et al., (E.D. Pa., Civil Action No. 74-1125) 
was concluded by orders of Chief Judge Joseph S. 
Lord, lll of the United States ‘District Court for the 
Eastern District of Pennsylvania entered on February 
18 and March 14, 1977, which provided for the vacating 
of a previous preliminary injunction freezing assets of 
certain Liechtenstein entities in the United States, and 
the payment to the Trustees of the Penn Central 
Transportation Co. of $1,250,000 by those entities 
which were subject to the preliminary injunction. Goetz 
died resident in Switzerland in December, 1976. The 
Commission’s complaint alleged that Goetz had 
received funds from a subsidiary of Penn Central 
Transportation Co. prior to the bankruptcy of the 
company in 1970. For further information about the 
Commission’s action see Litigation Release No. 6349. 





Litigation Release No. 8056/August 5, 1977 
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SECURITIES AND EXCHANGE COMMISSION v. PENN 
CENTRAL CO., et al. 
Civil Action No. 74-1125, E.D. Pa. 


The Securities and Exchange Commission announced 
that on July 26, 1977, Chief Judge Joseph S. Lord, Ill, 
of the United States District Court for the Eastern 
District of Pennsylvania so ordered a Stipulation and 
Order entered into between the Commission and three 
defendants, Edward Hanley, Franklin Lunding and R. 
Stewart Rauch, in SEC v. Penn Central Co., et al., (E.D. 
Pa. Civil Action No. 74-1125). The stipulation 
terminated the action as to these defendants and was 
entered into without any admission or denial of the 
allegations contained in the complaint. The defen- 
dants, who were non-management directors of the 
Penn Central Transportation Company prior to its 
bankruptcy in 1970, undertook pursuant to the stipula- 
tion, to 1) not become associated with the Transporta- 
tion Company or its parents, subsidiaries or succes- 
sors and 2) upon hereafter becoming a director of any 
company or corporation subject to the securities laws 
to set forth in writing the manner and method by which 
each will discharge his responsibilities as a director 
under the Federal securities laws and to submit sucha 
document to the general counsel of such company or 
corporation. For further information about the Com- 
mission’s action see Litigation Release No. 6349. 





Litigation Release No. 8057/August 5, 1977 


SECURITIES AND EXCHANGE COMMISSION V. PENN 
CENTRAL CO., et al., 
Civil Action No. 74-1125, E.D. Pa. 


The Securities and Exchange Commission announced 
that on July 27, 1977, Chief Judge Joseph S. Lord, Ill, 
of the United States District Court for the Eastern 
District of Pennsylvania entered a Final Judgment of 
Permanent Injunction against David C. Bevan, a 
defendant in SEC v. Penn Central Co., et al., [E.D. Pa. 
Civil Action No. 74-1125) Bevan consented to the entry 
of the injunction without admitting or denying the 
allegations contained in the Commission’s complaint. 
The Judgment enjoins Bevan from violations of the 
anti-fraud and the period corporate filing provisions of 
the Federal Securities laws. 


The Commission’s complaint had alleged violations of 
the anti-fraud and filing provisions of the Federal 
Securities laws by Bevan in events preceding the 
bankruptcy of the Penn Central Transportation Com- 
pany in 1970. Bevan was the chief financial officer of 
the Transportation Company during that period. For 
further information about the Commission’s action see 
Litigation Release No. 6349. 








Litigation Release No. 8058/August 8, 1977 


SEC v. LAWRENCE PESKA ASSOCIATES, INC. et al. 
(S.D. Fla., Civil Action No. 77-2436-ClV) 


Jule B. Greene, Administrator of the Atlanta Regional 
Office, and William Nortman, Associate Regional 
Administator of the Miami Branch Office of the 
Securities and Exchange Commission (“Commission”) 
announced the filing of a Complaint on August 8, 1977, 
in the United States District Court for the Southern 
District of Florida, alleging violations of the registra- 
tion and anti-fraud provisions of the federal securities 
laws by Lawrence Peska Associates, Inc., (“LPA”) 
located at 500 Fifth Avenue, New York, New York, and 
Lawrence Peska (“Peska”), its president. LPA main- 
tains 15 offices located throughout the United States 
and in two foreign countries. Two of the cities in which 
LPA maintains offices are in Miami and Ft. Lauderdale, 
Florida. 


The Commission’s Complaint generally alleges that the 
defendants offered and sold securities in the form of 
investment contracts relating to an invention develop- 
ment program whereby amateur inventors were offered, 
for a fee in excess of $1,000, a program for the 
evaluation, development, patenting and promotion of 
the inventor’s invention. The Complaint further alleges 
that inventors were solicited through advertisements 
placed in newspapers to participate in two _ inter- 
related programs. 


Under these programs, it is alleged, LPA undertakes 
to, among other things, research for prior U.S. patents 
relating to the invention, and make a “Confidential 
Analysis” which would reflect the size of the market 
which would be available to the inventor; develop 
and/or refine the invention; introduce the invention to 
industry by contacting a substantial number of pros- 
pective manufacturers who purportedly notified LPA of 
their interest in acquiring new products, for either the 
sale of the invention, or licensing on a royalty basis; 
establish a campaign to publicize the invention, and 
actively negotiate with manufacturers expressing an 
interest in acquiring rights to the invention. Under 
LPA’s programs, once the inventor entered into an 
agreement with LPA, the inventor was not required to 
expend any further efforts in connection with the 
development and marketing of his invention. 


The Commission’s Complaint also alleges that 
approximately 4,000 plus inventors who have gone to 
LPA with an undeveloped idea, and participated in 
LPA’s programs, none received more money from the 
licensing or sale of their inventions than was paid to 
LPA for its fees. Inventors are not advised of this low 
success rate, and LPA has omitted other material facts 
in the sale of its programs, including the quality and 
nature of services actually provided, the record of 


success of LPA in promoting inventions, and the 
nature of endorsements purportedly made on its 
behalf. 


The Commission’s Complaint asks that the defendants 
be preliminarily and permanently enjoined from further 
violations of Sections 5(a), 5(c) and 17(a) of the 
Securities Act of 1933, and Section 10(b) of the 
Securities Exchange Act of 1934, and Rule 10b-5 
thereunder. 


The Commission acknowledges the cooperation and 
assistance of the Attorney General’s Office of the State 
of New York in connection with this matter. 





Litigation Release No. 8059/August 8, 1977 


SEC v. SCA SERVICES, INC., et al. 

(United States District Court for the District of 
Columbia) 

(Civil Action No. 


The Securities and Exchange Commission (“Commis- 
sion”) announced the filing of a civil complaint for 
injunctive and other relief in the United States District 
Court for the District of Columbia charging SCA 
Services, Inc. (“SCA”), a Boston-based corporation 
primarily engaged in waste removal and disposal; 
Christopher P. Recklitis (‘“Recklitis”), SCA’s former 
President, Treasurer and Director; Berton Steir 
(“Steir”), founder and former Chief Executive Officer 
and President of SCA; Carlton Hotel Corporation 
(“Carlton”), a privately held corporation primarily 
owned by Recklitis; Nicholas V. Liakas (“Liakas”), 
former Northeast Regional Controller of SCA; Anthony 
Bentrovato a/k/a Anthony Bentro (“Bentro”); Lad 
Landfill, Inc. (“Lad”) and Stanton L. Kurzman 
(“Kurzman”), former Vice President and Director of 
SCA; with violations of the anti-fraud, reporting and 
proxy solicitation provisions of the Federal securities 
laws. 


The Complaint charges that from approximately 
January, 1972 through July, 1975, Recklitis, aided and 
abetted by Steir, Liakas, Carlton, Bentro and Lad, 
diverted nearly $4 million in SCA’s assets to his 
personal and Carlton’s use and benefit through cash 
advances to Recklitis and Carlton and vendors of 
Carlton, which advances were not in the ordinary 
course of SCA’s business, and through three 
fraudulent land transactions whereby he used straws 
and nominees to acquire properties located in 
Amesbury, Massachusetts and Utica, New York and 
then resold them to SCA at values inflated by 
approximately $2.5 million. Further, the Complaint 
charges that Recklitis used the funds improperly 
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obtained to pay Carlton debts and personal debts and 
expenses and that Steir, Bentro, Lad and Carlton 
derived financial benefits from the land transactions. It 
is alleged that the receivable due SCA from Carlton was 
misrepresented in SCA’s financial statements and that 
material facts concerning the alleged activities were 
omitted from SCA’s reports, proxy materials and regis- 
tration statements and prospectuses. 


The Complaint further charges that loans, advances 
and guarantees were given to employees which were 
either not properly authorized by the Board of Directors 
or not in the ordinary course of business and, thus, 
contrary to SCA’s pubiic representations. In addition, 
and, thus, contrary to SCA’s public representations. In 
addition, the Commission charges that SCA has made 
an improper political contribution in Massachusetts 
and has paid gratuities and bribes to obtain contracts 
and to obtain permission to use property owned by 
SCA for landfill. The Commission alleges that the 
defendants concealed certain transactions or material 
aspects thereof in materials filed with the Commission 
and disseminated to the public. Among other things, 
the Complaint seeks an accounting and restitution of 
funds improperly obtained by Recklitis, Steir, Bentro, 
Lad and Carlton from SCA. 


The Complaint also alleged that Kurzman, who is not 
charged with the above activities, withdrew without 
authorization $65,000 from Garden City Travel Ser- 
vices, Inc., a wholly owned subsidiary of SCA at the 
time of the transaction, and applied most of such 
funds to pay an outstanding personal debt owed to 
SCA and retained the balance. SCA’s reports, proxy 
materials, registration statements, and prospectuses 
did not disclose such misuse of SCA’s assets. SCA has 
previously reported that Kurzman repaid the $65,000 in 
June 1976. 


Simultaneously with the filing of the Complaint, SCA 
consented, without admitting or denying the allega- 
tions of the Complaint, to the entry of a permanent 
injunction enjoining it from violating the anti-fraud, 
reporting and proxy provisions of the Federal securities 
laws. In addition, SCA will be required to appoint an 


independent Special Counsel satisfactory to the 
Commission who shall review the results of previous 
investigations and to the extent he deems necessary 
conduct an investigation into the matters described in 
the Complaint and certain enumerated other items. At 
the conclusion of the investigation, the independent 
Special Counsel will prepare a report of his findings, 
including but not limited to findings of individual 
responsibility of present and former officers, directors 
and employees of SCA and other persons, and 
recommendations, including but not limited to 
recommendations as to possible claims and causes of 
action, and within 120 days of the issuance of the 
Judgment, submit such report to the Board of 
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Directors of SCA and simultaneously file such report 
with the Court and the Commission. Within ninety (90) 
days after the independent Special Counsel files his 
report, SCA is required to submit a report to the 
Commission describing what action has been taken 
with respect to the findings and recommendations 
contained in such report. SCA will also be required to 
correct filings previously made with the Commission 
so as to make them accurate and complete, appoint 
two independent directors satisfactory to the Commis- 
sion who shall be continued in office for five years, and 
maintain a majority of independent directors from the 
date of the Judgment. SCA is also required to maintain 
an Audit Committee of the Board of Directors 
comprised of four independent directors who shall 
review any disputes between SCA’s independent audi- 
tors and SCA and make recommendations to the Board 
of Directors. SCA’s Board shall maintain authority 
limits regarding proposed loans, loan guarantees, 
bonuses and employment contracts for the benefit of 
officers, directors and employees of SCA, and 
proposed acquisitions of assets. 


Further, SCA is required to notify the Commission in 
writing prior to entering into any settlement with 
defendants Recklitis, Carlton, and Bentro regarding 
litigation commenced against them by SCA, and any 
other claims SCA: may have against them, of the terms 
of the proposed settlement, and SCA shall not settle 
such litigation or claim until SCA has received written 
notice from the Commission that it does not object to 
any such proposed settlement. In this regard, SCA 
shall not permit any officer or director of SCA who has 
a personal claim for money damages or other matured 
or contingent claim against SCA or who has 
guaranteed any loan to Recklitis to participate in the 
decision to settle any litigation by or claim of SCA 
against Recklitis. 


Recklitis consented, without admitting or denying the 
allegations, to be enjoined from violating the 
anti-fraud, reporting and proxy provisions of the 
Federal securities laws and, for ten years, from serving 
as an officer or director of or controlling SCA or any 
other issuer and from nominating or seeking the 
appointment of any person as an officer or director of 
SCA. As noted above, SCA is required to notify the 
Commission in writing prior to entering into any 
settlement with Recklitis and shail not settle any 
litigation or claims SCA may have against him until 
SCA has received written notice from the Commission 
that it does not object to any such proposed 
settlement. 


Carlton, a company the Complaint charges is primarily 
owned and controlled by Recklitis, also consented, 
without admitting or denying the allegations, to be 
enjoined from violating the anti-fraud, reporting and 
proxy provisions of the Federal securities laws. As 





noted above, SCA is required to notify the Commis- 
sion, in writing prior to entering into any settlement 
with Carlton and shall not settle any litigation or claims 
SCA may have against it until SCA has received written 
notice from the Commission that it does not object to 
any such proposed settlement. 


Kurzman consented, without admitting or denying the 
allegations, to being enjoined, among other things, 
from violating the anti-fraud, reporting and proxy 
provisions and from serving for 5 years as an Officer, 
director or controlling person of SCA or any other 
public issuer. Kurzman agreed to be bound by the 
findings and recommendations of the aforementioned 
independent Special Counsel with respect to loans to 
Kurzman by SCA and the acquisition and sale of 
Garden City Travel Service, Inc. between him and SCA, 
unless he files objections thereto with the Court within 
10 days after independent Special Counsel’s findings 
and recommendations. 





Litigation Release No. 8060/August 8, 1977 


STATE v. BOBBY R. EILTS 
Criminal Case No. 72377 


Christopher T. Bayley, King County Prosecutor, and 
Jack H. Bookey, Regional Administrator of the Seattle 
Regional Office announced today that on July 29, 1977 
a King County, Washington jury found Bobby R. Eilts 
of Chicago, lilinois guilty on seven counts of violating 
the anti-fraud provisions of the Washington State 
Securities Act and two counts of violating the registra- 
tion requirements of that act. 


Eilts had been charged with utilizing false and mis- 
leading statements to sell unregistered common stock 
of American General Industries, an Arizona shell 
corporation, to resident of King County, Washington. 


Eilts is scheduled to be sentenced on November 1, 
1977. 


(For further information see Litigation Release No. 
6356.) 





Litigation Release No. 8061/August 8, 1977 


SEC V. SHELBY BOND SERVICE CORPORATION, et 
al. 
(W.D. Tenn.) Civil Action No. 77-2236) 


Jule B. Greene, Administrator of the Atlanta Regional 
Office of the Securities and Exchange Commission, 
today announced that Federal Judge Robert M. McRae 
of Memphis, Tennessee, issued an order on July 25 
permanently enjoining Robert E. Hawks of Memphis, 
Tennessee, from violations of the anti-fraud provisions 
of the federal securities laws. Hawks consented to the 
entry of a permanent injunction without admitting or 
denying the allegations of the Commission’s com- 
plaint, except as found by the Court in _ its 
memorandum opinion, filed on May 27. The order of 
injunction stems from Hawks’ role as chairman of the 
board of directors of Shelby Bond Service Corporation, 
a defunct municipal securities dealer, and as a 
principal stockholder of Precision Optical Laboratory, 
Inc., a Tennessee corporation financed through the 
sale of industrial development revenue bonds under- 
written by Shelby Bond Service Corporation. 


For further information see Litigation Release Nos. 
7965 and 7888. 





Litigation Release No. 8062/August 10, 1977 


SEC v. GREAT PLAINS MINERAL BYPRODUCTS, 
INC., et al. 


(USDC, Colorado, Civil Action No. 77-M-529) 


Robert H. Davenport, Administrator of the Denver 
Regional Office of the Securities and Exchange 
Commission, announced that on August 4, 1977, after 
a hearing, Judge Richard P. Matsch, for the District of 
Colorado, entered an Order of Preliminary Injunction 
against Great Plains Mineral Byproducts, Inc., a 
Colorado corporation, Steven R. Tomasko, David D. 
Duell, Wayne H. Duell, and Gerald L. Barker enjoining 
them from violating the registration provisions of the 
Securities Act of 1933 in connection with transactions 
in the securities of Great Plains. 


The Commission’s Complaint, filed June 2, 1977, 
charged violations of the registration and antifraud 
provisions of the federal securities laws in the offer and 
sale of interest in Great Plains Mineral Byproducts, 
Inc., a company formed to extract precious metals 
from fly ash. 


For further information see Litigation Release No. 
8014, July 5, 1977. 





Litigation Release No. 8063/August 10, 1977 


U.S. v. WESTCO FINANCIAL CORPORATION, et al. 
(USDC, Colo., 77-CR-158) 
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Joseph Dolan, United States Attorney for the District of 
Colorado and Robert H. Davenport, Administrator of 
the Denver Regional Office of the Securities and 
Exchange Commission, announced that two of the 
three defendants indicted by the United States Grand 
Jury on May 12, 1977 on charges of violating the 
antifraud and broker-dealer reporting provisions of the 
Securities Exchange Act of 1934 (“Exchange Act’) have 
pled guilty to counts of the indictment. 


On July 26, 1977 Charles J. Johnson of Denver, 
Colorado pled guilty to two counts of the indictment 
charging him with violating the antifraud provisions of 
the Exchange Act in connection with the offer and sale 
of 8% demand corporate notes of Westco Investment 
Corporation. On July 29, 1977 Milford A. Sims of Cody, 
Wyoming pled guilty to one count of the indictment 
charging him with violating the antifraud provisions of 
the Exchange Act in connection with the offer and sale 
of limited partnership units in Tanglewood Ranch 50-A, 
Ltd., a real estate limited partnership. 


The U..S. Attorney agreed to move at the time of 
sentencing to dismiss the remaining counts against 
the defendants. 


For further information see Litigation Release No. 
7942. 





Litigation Release No. 8064/August 10, 1977 


U.S. v. RICHARD P. CURRAN, et al. 
(USDC ARIZ. CR-76-323) 


Michael D. Hawkins, United States Attorney for the 
District of Arizona, and Robert H. Davenport, Regional 
Administrator of the Denver Regional Office of the 
Securities and Exchange Commission, today announc- 
ed that on August 2, 1977 the Honorable Walter Craig, 
Chief Judge of the United States District Court for the 
District of Arizona, sentenced the individual defen- 
dants Richard P. Curran, Malibu, California; William 
Hetrick, Tustin, California; Hal Franklin Ely, Foster 
City, California; Robert Kenneth Lewkowitz, Phoenix, 
Arizona certified public accountant; and Neal Henry 
Lidenberg, Mesa, Arizona to ten years imprisonment 
on their previous convictions by a jury of various 
counts of securities fraud, mail fraud and interstate 
transportation of money obtained by fraud in connec- 
tion with the purchase and saie of various interests in 
land contracts offered for sale and sold by Cochise 
College Park, Inc. Judge Craig suspended the sentence 
of the individual defendant Neal Henry Lidenberg and 
placed him on probation for two years and fined him 
$10,000. Further Judge Craig sentenced the corporate 
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defendant Bemis Investment Co. to pay $10,000 fine on 
its convictions for the same offenses. 


For further information see litigation release nos. 5315, 
5399, 5427, 5445, 7571, and 7946. 





Litigation Release No. 8065/August 10, 1977 


U.S. v. INSTITUTIONAL SECURITIES OF COLORADO, 
INC. et al. 
(USDC, Colo., 77-CR-128) 


Joseph Dolan, United States Attorney for the District of 
Colorado and Robert H. Davenport, Administrator of 
the Denver Regional Office of the Securities and 
Exchange Commission announced that on July 28, 
1977 Abraham B. Goldbert and William Axel Bernhard, 
both of Denver, Colorado and officers and directors of 
Institutional Securities of Colorado, Inc. (ISOC), a 
registered broker-dealer in Denver, Colorado pled 
guilty to a three count Information charging them with 
violating the antifraud and net capital provisions of the 
Securities Exchange Act of 1934 (“Exchange Act”), as 
amended, and with conspiracy to violate the antifraud, 
net capital, books and records and _ broker-dealer 
reporting provisions of the Exchange Act and Sections 
1001, 1014, 1341, and 1343 of Title 18 of the United 
States Code. ISOC entered a plea of nolo contendere to 
one count charging a violation of the net capital 
provisions of the Exchange Act. 


The U.S. Attorney agreed to move at the time of 
sentencing to dismiss the 40 count indictment returned 
on April 15, 1977 against these three defendants. 


For further information see Litigation Release No. 
7934. 








STAFF ACCOUNTING BULLETIN 





Staff Accounting Bulletin No. 15 / August 11, 1977 
Publication of Staff Accounting Bulletin No. 15 


The Division of Corporation Finance and the Office of 
the Chief Accountant today announced the publication 
of Staff Accounting Bulletin No. 15. The statements in 
the Builetin are not rules or interpretations of the 
Commission nor ar they published as bearing the 
Commission’s official approval; they represent 
interpretation and practices followed by the Division 





and the Chief Accounting in administering the 
disclosure requirements of the Federal securities laws. 


Staff Accounting Bulletin No. 15 revises Topic 10F of 
Staff Accounting Bulletin No. 1 on the subject of AFC 
Credits. The facts, question and Interpretive respnse of 
topic 10F originally published in Staff Accounting 
Bulletin No. 1 are deleted and replaced. 


George A. Fitzsimmons 
Secretary 


August 11, 1977 





TOPIC 10: MISCELLANEOUS DISCLOSURE 
F. Allowance for Funds Used During Construction 
FACTS: 


In February 1977, the Federal Power Commission 
issued Order No. 561 amending Its Uniform Systmes of 
Accounts for Public Utilities and Licensees (18 CFR 
Chapter |, Subchapter C) and for Natural Gas 
Companies (18 CFR Chapter |, Subchapter F) to 
provide a uniform formula for determining the 
maximum rats to be used in computing the ‘‘allowance 
for funds used during construction’’ (AFC credits). 
Concurrently the FPC amended its report forms to 
divide the AFC credits Into two components related to 
the source of the funds from which the credits are 
derived, ‘‘borrowed funds’’ (long-term and short-term 
debt) and. ‘‘other funds’’ (preferred and common 
stock). The borrowed funds component Is to be 
presented on the statement of income as a credit In the 
interest charges section, and the other funds 
component Is to be Included as part of other income. 
The amended statement of changes in financial position 
excludes the other funds component of AFC credits 
from funds provided from operations and also from 
funds applied to construction and plant expenditures. 
The amendments to the uniform systems of accounts 
relating to the formula for computing the maximum 
rates were made effective as of January 1, 1977, and 
the amendments to the report forms were ordered 
effective for the reporting year 1977. 


Prior to this amendment, AFC credits have been 
reported In one amount as a part of other income. The 
staff has generally required the amount to be cross 
referenced to a note which (1) describes the nature and 
basis of the item, Including the interest rate and source 
of funds assumptions, (2) Indicates as a percentage of 
net Income the amount of the AFC credit attributable to 
the common stock equity portion and (3) discloses 


whether AFC credits related to borrowed funds are 
based on a before or after tax effect. 


Question: 


In view of the changes in FPC reporting requirements 
how should AFC credits be presented in income 
statements filed under the Securities Acts? 


Interpretive Response: 


Income statements for periods beginning on or after 
January 1, 1977, should present the AFC credits 
appropriately divided between other income and as a 
credit in the interest charges section. 


If practicable, Income statements for periods ending 
prior to January 1, 1977, should be reclassified to 
reflect the new presentation. If the pre-1977 statements 
are not reclassified, a note should briefly explain why 
registrant believes reclassification is not appropriate. 


Statements covering a twelve-month period ending on 
an interim month end during 1977 should reflect this 
new presentation for the entire twelve-month period if 
practicable. However, If prior periods are not to be 
reclassified, statements for such twelve-month periods 
must present AFC credits recognized subsequent to 
January 1, 1977, In accordance with the new 
presentation and AFC credits recognized prior to that 
date as other Income. 


Because of the lack of comparability between the 
amount of the AFC credit reported as other income 
under the former presentation and the amount to be 
reported under the new presentation, amounts for 
periods prior to January 1, 1977, which have not been 
reclassified shall be reported on a separate line from 
amounts for periods subsequent to that date. 


An explanatory note similar to the one outlined under 
the “Facts” above should be given. In view of the 
two-part reporting of AFC credits under the new 
presentation, however, the second item of information 
relating to the amount of the credit attributable to 
common stock equity need not be given in connection 
with statements for periods beginning on or after 
January 1, 1977 or for statements for periods ending 
prior to that date which have been reclassified to reflect 
the new presentation. 


On statements covering a twelve-month period ending 
on an Interim month-end during 1977, which reflect the 
new presentation for the entire period, information 
concerning the portion of the AFC credit attributable to 
common stock equity need not be given; however, 
statements for such periods on which AFC credits for 
the 1976 moths have not been reclassified must give 
information concerning credits attributable to common 
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stock equity for the portion of the period which was not 
reclassified. 


On statements of changes In financial position, at least 
the other funds component of the AFC credits should be 


excluded from funds provided from operations and 
from funds applied to construction and plant 
expenditures as provided In the amended FPC forms. 
The total amount of AFC credits may be excluded if 
deemed appropriate by the registrant. 
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